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SET-ASIDES IN SALE OF GOVERNMENT TIMBER 


Before the Small Business Administration, Portland, Oreg., in 
the matter of hearing on the procedures developed by the 
Small Business Administration to implement section 15 of the 
Small Business Act, as amended (Public Law 85-536; Public 
Law 85-699), as it relates to the timber industry 


SUMMARY 


Prepared by Small Business Administration 


Smatt Bustness ADMINISTRATION’S PARTICIPATION IN THE TIMBER 
DisposaL Program Pursuant To Secrion 15 or Pusiio Law 536 
(85ru Cone.) 


REPORT OF HEARING AT PORTLAND, OREG., AUGUST 26 AND 27, 1959 


CONTENTS 
Availability of transcript. 
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Conclusions. 
Notice of hearing. 
List of persons who registered. 


AVAILABILITY OF TRANSCRIPT 


Transcript of testimony taken at the hearing together with all 
written comments received will be published by the Senate Select 
Committee on Small Business as a committee print. Copies will be 
available from the committee and the Small Business Administration. 


GENERAL COMMENTS 


Pursuant to requests received by the Small Business Administra- 
tion a hearing was conducted in Portland, Oreg., on August 26 and 27, 
se A copy of the notice of this hearing is printed on page 4 

ereof. 

The purpose of the hearing was to receive comments from the in- 
dustry concerning the regulations promulgated by the Small Business 
Administration to implement section 15 of Public Law 536 (85th 
Cong.). However, much of the testimony received was also directed 
to the act itself and to the size standard adopted for the industry. 

Although there were only 150 persons registered, the actual attend- 
ance was in excess of 200, All persons present were given full and 
free opportunity to present testimony over a 2-day period. 


1 








2 SET-ASIDES IN SALE OF GOVERNMENT TIMBER 


SUMMARY OF TESTIMONY AND WRITTEN COMMENTS 


In addition to the persons who testified at the hearing, 16 persons 
addressed comments to Administrator Wendell b. Barnes in letter 
form. It will be noted that many of the more important comments 
were directed to the forest management activities of the Forest Service 
and the effects the amendment to the Small Business Act of 1958, 
which relates to timber set-asides, was having on the forest products 
industry rather than the remarks being directed to the manner in 
which the Small Business Administration was implementing the law 
by its regulations and procedures. 

The summary will attempt to point up some of the more important 
issues that were discussed, together with indicating the number of 
persons holding the same general view. Although all suggestions 
yresented will be studied and evaluated by representatives of the 
Enall Business Administration, Forest Service, and Bureau of Land 
Management in the interest of developing better and more efficient 
pesesbanen, many of the individual] issues discussed will not be sum- 
marized in this report. 

As was indicated by some of the points raised, there are many per- 
sons in the timber industry who are not fully informed as to the way 
in which the law is being implemented nor how the program is being 
carried out. It is believed that as the forest products industry be- 
comes better acquainted with the procedures “an manner of initiating 
joint timber sale set-asides, many of the fears expressed will prove 
groundless. 

With respect to the attitude of those expressing views concerning 
the desirability of the amendment to the Small Business Act of 1958 
relating to Government sales and disposal, 16 persons expressed ap- 
proval ef the principle of set-asides of timber sales for exclusive 
bidding by small operators. On the other side of the coin, one re- 
port indicated the law was impractical and would not accomplish its 
purpose. Four individuals advocated outright repeal of the disposal 
feature of the law and 11 persons thought there was no need for the 
law as there were other things that could be done to make more timber 
available to the small operator. 

In the matter of initiating set-asides of timber sales, three individ- 
uals advocated that they be made only when there appeared to be 
“freeze out” bidding by big operators or to eliminate preclusive bid- 
ding. One ee advocated that the procedures be modified so as to 
prevent small operators from bidding on the non-set-aside sales, 
whereas three individuals felt the present procedures should not be 
weakened. 

When the definition of what constitutes a small business enterprise 
in the forest products industry was discussed, there was a wide vari- 
ance of opinion, although, as will be seen below, not as many com- 
ments were received as would be expected. 

With respect to using the number of employees to determine a big 
or smal] firm, three peopie recommended that employees not be used 
in the size standard. Four persons thought the line of demarcation 
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should be 250 employees. Two persons thought 750 employees should 
be the breaking point, and one person considered the size standard 
of a small firm buying timber should be the same number of employees 
as the size standard for borrowing money from the Small Business 
Administration. Only two individuals expressed the opinion that 
100 employees was correct, whereas one person said he would like to 
see the size standard reduced to 50 employees. On the other hand, 
three individuals thought the size standard should be modified in each 
region in order to take account of regional peculiarities. 

With respect to other changes in the definition, four persons advo- 
cated the definition be modified to require a small logger, who is a 
successful bidder on a set-aside sale, to offer his logs to a small mill 
before he can sell them in the open market. One person suggested the 
affiliate feature in the definition be eliminated. 

One person advocated that the Small Business Administration make 
low cost, long-term loans in order to establish manufacturing units 
in areas where such operations do not exist. 

In the matter of a true sealed bid versus oral bidding on timber sales 
for exclusive bidding by small operators, 11 persons considered oral 
bidding as the only bidding method to follow for selling Federal 
timber. On the other hand, four persons believed that the sealed bid 
method was the best way to dispose of stumpage by sale. 

Eight persons considered the need for increased construction of 
access roads by the Forest Service to be one of the most important 
actions which could be done to assist the small operator. These indi- 
viduals recommended that, the Government build the roads so that 
more timber areas could be opened up for logging operations by small 
mill owners and loggers. 

In addition to the access road problem, several individuals felt that 
the stumpage put up for sale by the Forest Service should be in 
smaller lots. Six individuals recommended more sales of 1 million to 
10 million board feet. One person advocated sale of smaller tracts 
without specifying the quantity, and four persons believed that the 
timber shortage would be lessened considerably by processing more 
salvage sales. 

The sustained yield principle came in for its share of comments. 
The comments were directed, not against the principle, but in the 
direction that the allowable cut each year could be increased in most 
of the national forests without sacrificing the sustained yield objective. 
Seven persons took the position that the allowable cut could be in- 
creased through reevaluation of the timber resources by bringing the 
timber inventory up to date, as well as intensifying timber manage- 
ment practices. 

As stated at the beginning of this brief summary, many individual 
points of view were presented on subjects to which this summary has 
not addressed itself. The full report should be read in order to enable 
the reader to become acquainted with all the ideas expressed orally 
at the hearing or by letter to the Administrator of the Small Business 
Administration. ’ 
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CONCLUSIONS 


1. Asa result of testimony, written comments, and a further study 
of this industry, it was determined that a change in the size standard 
was indicated. Accordingly, the following notice was published in 
the Federal Register on September 16, 1959: 


TITLE 13—BUSINESS CREDIT AND ASSISTANCE 
CHAPTER I—SMALL Business ADMINISTRATION 
PART 121—SMALL BUSINESS SIZE STANDARDS (REVISION 1) 
[Amendment No. 2] 


The Small Business Size Standards Regulation (Revision 1) as amended 
(24 F.R. 3491, 5628) is hereby further amended as follows: 

In section 121.3-9(b) (1), subparagraph (iv) is amended by changing ‘100” 
to read “250”. 

As so amended, section 121.8-9(b) (1) (iv) reads as follows: 

“Together with its affiliates employs no more than 250 persons.” 

Effective date: This amendment shall become effective 30 days after the date 
of its publication in the Federal Register. 

(S) Wendell B. Barnes, 
WENDELL B. BARNES, 
Administrator. 


In addition to publication in the Federal Register, copies of this 
notice were mailed to all Members of Congress from the State of 
Washington, Oregon, California, Nevada, Idaho, and Montana, all 
persons who attended the hearing, and to various timber associations. 

2. A number of suggestions were made concerning changes in SBA, 
Forest Service, and Bureau of Land Management regulations. These 
three agencies are currently studying all suggestions to determine the 
feasibility of adopting any or all of them. In the interim it has 
been concluded by the three agencies that the program will continue 
under existing regulations. 

3. It is further concluded that this program of making set-asides 
in the area of timber and other items disposed of by the Government 
should be continued for a period of 12 more months. At the expira- 
tion thereof, the Small Business Administration will evaluate the 
effects of the program and will make such recommendations to the 
Congress as may be considered to be in the best interest of small 


business. 
(S) Wendell B. Barnes, 
Wenvett B. Barnes, 
Administrator. 
SrepreMser 29, 1959. 





TITLE 13—BUSINESS CREDIT AND ASSISTANCE 
Chapter II—Small Business Administration 
Part 127—Jornt Set-AsmDEes 
NOTICE OF HEARING ON SMALL BUSINESS TIMBER SET-ASIDE PROGRAM 


Notice is hereby given that the Small Business Administration will hold a 
hearing on the procedures developed by this Agency to implement section 15 of 
the Small Business Act, as amended (Pub. Law 85-536; Pub. Law 85-699), as it 
relates to the timber industry. 
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The public is advised that pnrsuant to section 5 of Public Law 85-536, the 
Administrator promulgated regulations to carry out the authority contained in 
said section 15 and that such regulations have been published in the Federal 
Register (23 F.R. 10530 ; 24 F.R. 3493). 

The hearing will take place August 26 and 27, 1959, at 9:30 a.m. Pacific 
Standard Time in the U.S. Department of Interior Auditorium at 1001 N.B. 
Lloyd Boulevard, Portland, Oregon. 

Interested persons may file with the Administrator on or before August 20, 
1959 written statements of facts, opinions or arguments concerning the timber 
set-aside program as implemented by the Small Business Administration. Those 
persons who wish to make oral statements should notify the Administrator in 
writing setting forth his name, title (if any), and whom he will represent. 

All correspondence on this matter shall be addressed to 

Wendell B. Barnes, Administrator 
Small Business Administration 
Washington 25, D.C. 

Dated June 22, 1959. 

WENDELL B. BARNES, Administrator. 
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Carl V. Hersey, secretary-treasurer......_. Oregon Forest Fire Association....| Portland, Oreg. 
Harold H. Keil, associate editor. .........- The nee and Lumberman Do. 

magazin 
Harold Olsen, forester. -...........--...---- Astoria Plywood Corp-.-....---..-. Astoria, Oreg. 
Tom D. Conklin, deputy State supervisor | Bureau of Land Management. --.- Portland, Oreg. 
Russell E. Getty, TN Ni St te een Do. 
Axel Lund, president Rinks Csigaied cailin’ West Coast Veneer Co__.._--_-__- Crescent City, Calif. 


Kettle Falls, Wash. 
Do. 

Ione, Wash. 

Redding, Calif. 

Vancouver, Wash. 


Allen R. Avey, SE ocictisekesnnon-ae nes Avey Bros. Lumber Co-........-. 
Arthur K. Avey, State representative Lexadtbauke Te ana 
William Sinn, manager---.............--.- Ione Lumber Co., Inc_..-...------ 
Cc. 8. Pugh, I ck Maine Lumber Co......-__--_---- 
C, G. Jorgensen, forest supervisor. _......- Gifford Pinchot National Forest. 





E, K. Peterson, area forestry assistant.....| Bureau of Land Management. -__. Portland, Oreg. \ 

Ivan K. —— ee S ainagees Landreth Timber OCo., Inc. ---.--- Tonasket, Wash. ‘ 

Huber Ray, manager..-.-.-.....--- Huber Ray Mill. -.......--.-- -.-| Bend, Oreg ; 

William J. MeLin i SOU. .: cbnconnale P W M Logging Co____.....__--- M yrtie Point, ie 3 

Harold Leevers, president... ..............- Williamette Plywood, Inc.....___- ee Se appy 4 
amp, f. 

Russell P. McRorey, Assistant Chief, | U.S. Forest Service. ...........--. Portland, Oreg. 


Division of Timber Management. 
B. H. Payne, assistant regional forester ----|...-- a a unsuited 
Mike Groben, assistant land and timber 

manager. 


San Francisco, Calif. 
Arcata, Calif. 


«mene 






evn in Byles, DUNE hoc cine casdackscte ate Plywood Corp. ...-....--- Aberdeen, Wash. 
le, president......-....-....-- Van Mess Corp. ...........------- Powers, Oreg. 
iicaien ©, Webb, president. ...........- Brown Bros. Lumber Co., Inc....| Grants Pass, Oreg. 
Arnold Ewing, forester-..............-.-..- vom Forest Industries Asso- Eugene, Oreg. 
ciation. 
ee ae Tygh vor Lumber Co... ....-- Tygh Valley, Oreg. 
4g ¢- - Vianeour, wee council Stee Soe awmill Workers. - ---- Portland, Oreg. 


cea Cacddddinwtl Makenzie River Lumber Co-.-.-- 


Blue River, Oreg. 
Olson-Ross Lumber Co. .....--.-- 


Medford, Oreg. 
manager. 


I Ns oi tcitinnnd tnvnchuncapenee Harris Bros. Lumber Co__--___--- Boise, Idaho. 

Denby Mackil, field director. ...........-.- peta Lumber Marketing As- | Portland, Oreg. 
sociation. 

Ellis B. Bischoff, forester. ..............--- Mountain Fir Lumber---------.-- Independence, Oreg. 

John G. Barnott, branch manager. -.-...... Small Business Administration....| Portland, Oreg. 


George Walker...... etamnbitbigiddianiided Cook & Walker Logging Co.......! North Bend, 


List of persons who registered—Continued 





Name and title Firm 


Homer F. Potter, Chief, Procurement and | San Francisco, region 12, SBA_... 
Technical Assistance. 


ce, et, eee OE ice ackthlich Benn nnntits 
Neal E. Tourtellotte, regional director---.. Small Business Administration. 
John Paul Everett, student assistant for- |_.... Pi nniptheccsanmmaseenannsieete 
ester. 
W. C. Phelan, industrial specialist _ -.-_.-_- cippllncteketdatohshons Came ee date 
W. A. Biesman, Chief, Procurement and |-_-.-... I. <ccnipietieNiaibiisiniajmt didclaiamaiae 
Technical Assistarice. 
John Lemp, Chief, Property Sales Assist- |_.... Diba ctibaepinkinhitgicdeeaae 
ance Division. 
Richard F. Wight, student assistant for- |__... PN Dien Mats dheid Rdchibtipalp dtaiphs 
ester. 
E. R. Morrison, manager..............-...- Acme Timber Co. ............---- 
Fred Sohn, president... ..-..............-. Cy OR ae eae 
Wee A, Bes OEE, cccddvntcccccqucccs Timber Products Co, of Oregon... 
He A. Buehm, president.............-.- Maimi Veneer Co..............--- 
Ray C. Swanson, manager. -............-- Swanson Bros, Lumber Co-_-_...__- 
DE OE, GeewONR orc. h-hh deseo oohele Lo of & Timber Division, Western 
imber Co. 
L. B, Netzorg, GR biksiiesnncscccatte = Forest Industries Asso- 
ciation. 
Darrell Porter, president. ...........----.- Porter Logging Co., Inc........... 
oan J. Lewis, president and general | Grants Pass Plywood, Inc...---... 
Ww. E. Grom, financial specialist..........- Small Business Administration - - - 
W. G. Carr, loan examiner ...............-}..-.. ltcingideddcnmanenmisintivanitl 
M. J. Lauridsen valuation engineer... ...- Internal Revenue Service. ......- - 
Harry Westbrook, president...............- Tacoma Narrows Lumber, Inc_--. 
C, E. Revelle, secretary se Alt as chacdiisiceshnnteceen iia ar i a ie tate 
James W. Stubbs, forester_...............- Hopp-DeWilde Mill Co_....-.--.- 
A. L. Hartung, president.................. International Woodworkers of 
America. 
Theodore T. Paulsen, partner..........--- Mount Adams Forest Products. -- 
EE International Woodworkers of 
America. 
K. M. Murdock, secretary-manager - ...... Pacific Northwest Loggers Associ- 
ation. 
Aaron U. Jones, president. -..............-- Seneca Sawmill Co............--..- 
William Phillips, forester.................. a 8. oo I oi ba desnuneen 
WHte Se. CUE, SORIPNOT S ccc ecsqulll WF itunes sancckinnscckocaebes 
George V. Hjort, vice president...........- Boiss CI Sih « ctititinnndoptiiina 
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Location 
San Francisco, Calif. 
Do. 
Seattle, Wash. 
Do. 
Portland, Oreg. 
Seattle, Wash. 
Washington, D.O, 
Portland, Oreg. 
jpetnente, Oreg. 
Roseburg, Oreg. 
Brownsville wg 
Tillamook, Oreg 
Noti, Oreg. 
Aberdeen, Wash. 
Portland, Oreg. 


Elmira, Oreg. 
Grants Pass, Oreg. 


Portland Ouse. 
deattle, Wash 
Portland, _ 
Steilacoom, ash. 


0. 
White Salmon, Wash. 
Portland, Oreg. 


Bingen, Wash. 
Portland, Oreg. 


Seattle, Wash. 
Eugene, Oreg. 
D 


0. 
Washington, D.C. 
Boise, Idaho. 


eS fe Erskine Lumber Co...........-.-- Swisshome, Oreg. 
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PROCEEDINGS 


U.S. Department or INTERIOR, 
Portland, Oreg., Wednesday and Thursday, August 26 and 27, 1959. 


Pursuant to notice, the above-entitled matter came on for hearing 
at 9:30 a.m., P.s.t., before Donald A. Hipkins, es Administrator, 
Small Business Administration, Washington, D.C. 

Also present: Ira J. Mason, Director, Division of Timber Manage- 
ment, U.S. Forest Service, Washington, D.C.; Ross D. Davis, Assist- 
ant General Counsel, Small Business Administration, Washington, 
D.C.; John Lemp, Chief, Property Sales, Small Business Administra- 
tion, Washington, D.C.; Walter H. Horning, forestry staff officer, 
Bureau of Land Management, Department of Interior. 


AvGust 26, 1959. 


Mr. Hirxtins. Ladies and gentlemen, we will get started, if you will. 
I am Donald A. Hipkins, a Depet Administrator of the Small Busi- 
ness Administration. I would like to outline for you the sequence 
of events which had led to this hearing today and tomorrow. 

On July 18, 1958, the Congress passed an amended Small Business 
Act; one of the amendments directed the Small Business Administra- 
tion to insure that a fair share of the real and personal property dis- 
posed of by the Government goes to small business. bn ossakess 
10, 1958, a proposed size standard for the forest products industry 
was published in the Federal Register. At the same time, copies of 
this proposed standard were transmitted to all timber associations and 
publications. This proposed standard read as follows: 


In connection with the sale of Government timber, a small-business concern is a 
concern that (1) is independently owned and operated, is not dominant in its 
field of operation and with its affiliates, employs 250 or less persons; or (2) is 
certified as a small business by the Small Business Administration. 


On February 18, 1959, after careful consideration of all comments 
received—and I might interpolate by saying that we only received 
about 35 comments—a size standard was adetea for this industry 
and published in the Federal Register. This size standard reads as 


follows: 
SALE oF GOVERNMENT-OWNED TIMBER 


(1) In connection with the sale of Government-owned timber, a small busi- 
ness is a concern that (i) is primarily engaged in the logging or forest products 
industry; (ii) is independently owned and operated; (iii) is not dominant in its 
field of operation; and (iv) together with its affiliates, employs not more than 
one hundred persons. 

(2) Any concern which submits bids or offers for the purchase of Government- 
owned timber in its own name or which proposes to resell such timber in the 
form of logs, bolts, pulpwood, or similar products, is a small-business concern 
only when it is a small company within the meaning of the section which I 
just previously read; and in the case of Government sales reserved for or in- 
volving the preferential treatment of small businesses, such purchase is not 
financed by or through a business which is not small within the meaning of 
sections 121.3-8 or 121.3-4 of this part. 
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On December 2, 1958, an agreement was consummated between the 
Secretary of Agriculture and the Administrator of the Small Business 
Administration concerning the implementation of the act of Congress 
o—- the disposal of timber under the jurisdiction of the Forest 

ervice. ay 

On March 10, 1959, a similar agreement was consummated between 
the Secretary of the Interior and the Administrator of the Small Bus- 
iness Administration governing the disposal of timber under the jur- 
isdiction of the Bureau of Land Management. On December 31, 1958, 
the Small Business Administration published in the Federal Register 
its regulation designed to implement the act of Congress insofar as 
the disposal of Government timber is concerned. Copies of these 
regulations are available here today to anyone who wants them. 

On June 26, 1959, a notice of this hearing was published in the 
Federal Register. At the same time, copies of this notice were mailed 
to all Members of Congress from Washington, Oregon, California, 
Nevada, Idaho, and Montana, to trade associations and individuals.in 
the timber industry ; copies were also furnished our regional offices in 
Seattle and San Francisco. This notice read as follows: 

Notice is hereby given that the Small Business Administration will hold a 
hearing on the procedures developed by this agency to implement section 15 of 
the Small Business Act, as amended, as it relates to the timber industry. ‘The 
public is advised that pursuant to section 5 of Public Law 85-36, the Adminis- 
trator promulgated regulations to carry out the authority contained in said 
section 15 of the act and that such regulations have been published in the 
Federal Register. The hearing will take place August 26 and 27, 1959, at 9:30 
a.m., in the U.S. Department of Interior Auditorium, Portland, Oreg. Inter- 
ested persons may file with the Administrator on or before August 20, written 
statements of fact, opinion or arguments concerning the timber set-aside pro- 
gram as implemented by the Small Business Administration. Those persons 
who wish to make oral statements should notify the Administrator in writing, 


setting forth his name, title, and whom he will represent. All correspondence 
should be addressed to the Administrator. 


Now, before concluding my remarks and proceeding with the hear- 
ing, I would like to introduce Mr. Ira Mason, Director of the Division 


of Timber Management of the Forest Service Department of the 
Agriculture, who has a short message for you. 


STATEMENT OF IRA J. MASON, DIRECTOR, DIVISION OF TIMBER 
MANAGEMENT, FOREST SERVICE, DEPARTMENT OF AGRICUL- 
TURE, WASHINGTON, D.C. 


Mr. Mason. Thank you, Mr. Hipkins. The activities of the Forest 
Service under the Small Business Act are based upon an agreement 
between the Secretary of Agriculture and the Administrator of the 
Small Business Administration, which went into effect in December 
1958. The two parties agreed to utilize the authority of section 15 
of the Sma!l Business Act of 1958 as a means of accomplishing the 
declared policy of the Congress that a fair proportion of the total 
sales of national forest timber be made to small-business enterprises 
as defined by the Small Business Administration. The two parties 
agreed that in certain instances, it will be in the interest of assuring 
the accomplishment of this objective to set aside appropriate sales 
for small business competition only, when consistent with the pro- 
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gram requirements of the Department of Agriculture and the pur- 
poses of the act. 

Now, this agreement sets up detailed procedures which each agency 
will follow. This results in a division of labor and responsibility for 
the development and conduct of the set-aside timber sales. Since this 
hearing has been called by the Small Business Administration to 
discuss its definitions, regulations, and procedures for the conduct of 
set-aside programs for Federal timber sales, it should be helpful to 
identify the activities which the Forest Service will undertake in ac- 
cordance with the provisions of this agreement. 

Now, the functions the Forest Service performs in respect to timber 
sales from national forest lands in connection with the Small Busi- 
ness Administration set-aside program can be summarized into seven 
points as follows: 

1. The Forest Service reviews its sale plans with the representa- 
tives of the Small Business Administration in advance of announce- 
ment of such program. At the same time, the Forest Service reviews 
factors bearing on the advisability of set-asides for the particular 
local area with SBA representatives. These reviews will be con- 
ducted ordinarily at the offices of the forest supervisors. It is ex- 
pected that when the program is fully organized and operative, that 
these reviews will be made annually in advance of the announcement 
of annual or semiannual sales plans for the forest. Insofar as possi- 
ble, the forest supervisor will attempt to reach an agreement with the 
Small Business representative on the sales which should be included 
in the set-aside program. 

2. Regulation S-8 of the Secretary of Agriculture has been amended 
to provide that if requested by the Small Business Administration, 
the advertisement of a timber sale may state that an offering of tim- 
ber or other forest products is set aside for competitive bidding by 
small business concerns. No timber sale offering will be set aside un- 
less a written request for such action is received from the Small Busi- 
ness Administration. The Forest Service has the responsibility of 
either accepting or rejecting such written request from the Small 
Business Administration. If it should become advisable to with- 
draw the set-aside classification for any proposed sale, the Forest 
Service has agreed to consult with the Small Business Administration 
and furnish the reasons why the withdrawal is advisable. Final de- 
cision on whether any previously designated set-aside should be with- 
drawn is made by the Forest Service. 

3. The Forest Service will announce the designation of set-aside 
sales at the earliest appropriate time after agreement has been reached 
with the Small Business Administration. Normally, these announce- 
ments will be made in conjunction with the announcement of the sale 
program for each forest for the following 6- or 12-month period. If 
agreement has not been worked out with the Small Business Adminis- 
tration on the set-aside program for the next sale announcement 

eriod, the sale announcement will indicate that the sale program may 

subject to adjustment for set-asides. In such event, the announce- 
ment of set-asides will be made as soon as agreements have been 
worked out with the Small Business Administration. 
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4. When a set-aside sale is advertised, the notice of sale will specify 
sealed bidding and will contain the following statement: 

When small business concerns submit acceptable bids, award will be made to 
the highest of such bidders. If no small business concerns submit bids, the sale 
will be made without limitations as to the size of the awardee, either to the 
highest bidder, or, if no bids are received, under Regulation S—-12, Preferential 
awards to a small business concern is authorized by section 15 of the Small 
Business Act of 1958. Any bidder who desires preferential consideration for 
award as a smail business must certify his status on the form attached to the 
bid form. 

That’s the end of the quote from the advertisement. 

5. If there is any uncertainty or dispute over the true small busi- 
ness status of the highest bidder, the status of the questioned party 
will be referred by the Forest Service to the Small Business Admin- 
istration in accordance with sections 121.3 to 121.7 of the Small Busi- 
ness Administration regulations. The Forest Service will be governed 
by the finding of the Small Business Administration in respect to the 
status of the high bidder. When a small business is the highest bidder 
for preferential award sale, the officer opening the bid should state 
that if immediate request is received from any bidder, award will be 
deferred for 24 hours to permit the filing of a protest on the small 
business status of the highest bidder in accordance with the Small 
Business Administration procedure. 

6. Before a bid from a smal] business concern is rejected for a lack 
of showing of financial ability, the bidder will be advised by the For- 
est Service that a certificate of competency from the Small Business 
Administration will be accepted. If he indicates that he will request 
such a certificate from the Administration, up to 15 days, if necessary, 
should be granted to permit the Small Business Administration to 
render its decision on his competency. 

7. If the timber under a contract was sold to a small business con 
cern under set-aside procedures, the procedure under which cutting 
performance of the contract may be assumed by a third party will be 
approved only if the third party meets the qualifications of the Small 
Business Administration as a small business for Federal timber pur- 
chases. That’s the end of the seven points. 

These are the changes in procedure for selling national forest tim 
ber where set-aside sales for preferential bidding by small business 
concerns are involved. Other than these items, the procedure for 
offering timber, the contract provisions and the Forest Service sales 
policies will remain the same for set-asides as for other national- 
forest timber sales. The definition of a small business concern for 
pene award of set-aside sales of national forest timber is made 
yy the Small Business Administration as well as the other procedural 
and policy matters not included in this statement of Forest Service 
functions. 

That’s a summary of our work under this law. 

Mr. Hipxis. Thank you, Mr. Mason. Next, I would like to intro- 
duce Mr. Walter H. Horning, forestry staff officer of the Bureau 
of Land Management of the Department of Interior, who also has a 
few remarks. 
Mr. Horning. 
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STATEMENT OF WALTER H. HORNING, FORESTRY STAFF OFFICER, 
BUREAU OF LAND MANAGEMENT, DEPARTMENT OF THE IN- 
TERIOR, WASHINGTON, D.C. 


Mr. Horning. Mr. Hipkins and ladies and gentlemen of the au- 
dience, speaking for the Bureau of Land Management, I can merely 
give you a sort of progress report of where we stand today in prepar- 
ing to operate under the provisions of the Small Business Act requir- 
ing set-asides of O. & C. and other timber sold by this Bureau. No 
ome thus far have been made under this new requirement. We have 
been somewhat slow in getting ready to do the job largely because of 
legal questions that arise in connection with sales of other materials. 
The Bureau of Land Management, as most of you probably know, has 
to dispose of quite a variety of other materials, even land—oil, gas, 
minerals of quite a large variety—and there are special laws which 
affect disposals of those materials. So, in getting ready to handle 
timber sales, the implications involved in what we do for timber had 
to be considered in the light of what we may be required to do in 
or tone of other materials. Hence, we are a bit slow in getting 
underway. 

As of now, the agreement between the Secretary of the Interior and 
the Small Business Administration—is in being—it was approved last 
March—March 10, to be specific. The timber sale regulations which 
govern sales of O. & C. timber in Oregon have been amended. In 
their amended form, they were published on July 10 and now are in 
effect. The timber sale manual has been revised in such manner that 
uniform standards will be observed by all of the districts in carrying 
this plan into effect. 

Now, as to the plan of operation, which is contemplated—it will be 
outlined as follows: Requests for set-asides will be acted on only 
when received from the Small Business Administration. That means 
that individual operators who file applications with our Bureau will 
be referred to the Small Business Aemniniitretion first, and after it 
analyzes the applications and the need for set-asides, it will initiate 
set-aside applications with us if it feels that set-asides are warranted. 

The Small Business Act sets no standard for determining what is 
a fair proportion of the Government timber that small business 
should get. That gives rise to the problem of determining—adopting 
some basis for determining what will be reasonably fair. The best 
that we have been able to develop thus far is a set of what we call 
criteria to be considered by the district offices and the other offices 
when set-aside requests are received. The criteria which we will con- 
sider are as follows: 

Management requirements—in the consideration of set-aside re- 
quests, whether they interfere seriously with the management re- 
quirements. For example, we have a very definite sustained yield 
requirement which has to be carried out and set-aside requests will 
have to come within those limitations. 

Second would be the standard sale policies—whether or not there 
is adequate competition—whether a given set of requests comes within 
the small sale policy, which we follow. 
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Third, the past history of sales will be considered. If in some 
district there is evidence that small business has been receiving an ab- 
normally low percentage of timber sales in some recent period, that 
will be considered. 

Now, when set-aside sales are being offered, the advertising lan- 
guage will be quite specific as to the fact that that particular offering 
of timber is set aside for small business, so that everyone will know 
that that’s the case before they come toa sale. When bidders offer 
their bids, they will be required to furnish a certificate showing that 
they qualify as small business concerns under the definition of the 
Small Business Administration. After a sale is completed and the 
high bidder determined, if other bidders question whether the high 
bidder is really in compliance with the small business standard, 
they may file protests and if so, such protest will be referred to the 
Small Business Administration and up to 15 days allowed for a 
determination by the Small Business Administration as to whether 
or not that bidder does meet the standard. 

It’s possible that there may be occasions as have been true in the past 
when the officer holding the sale may find that the high bidder, when 
he supplies the financial statement as to his ability to carry out the 
contract, appears weak and there may be some question as to his ca- 
pacity to perform. In such cases, the matter will be referred to the 
Small Business Administration and that agency given time to certify 
that the successful bidder is competent to perform the contract. 

In case of no bid at all being filed on a small business set-aside, that 
will automatically result in revoking the set-aside. The timber in- 
volved will then be on the market as had been true hitherto for a 90- 
day period for bids from operators of any size without any further 
advertising. Now, that’s no different than our existing procedure. 

The fact that timber is set aside doesn’t mean that this timber will 
be sold without competition. In fact, it means quite the reverse. In 
cases where set-aside requests are to be considered, they will be in 
areas normally of high competition, as it is to be expected that com- 
petition will occur on set-aside offerings. The only difference is that 
the competition will be restricted to competition between small busi- 
nesses. They will compete without having to meet the competition of 
large business operators. 

Now, except for the changes I have outlined, our procedure in han- 
dling sales of set-aside timber will be the same as they had been and 
still are on normal sales. We do not anticipate that there will be 
demand for many set-asides. The small sale policy which we have 
been following for many years in itself is designed to favor a small 
business to the extent of making offerings for oral bidding of a size 
which is within the reach of small operators. Timber sale records 
show that quite a substantial percentage of all of our sales in recent 
years have been made to small businesses. 

A preliminary analysis of this BLM sales record has been made co- 
operatively between SBA and the Bureau of Land Management and 
the status of the various bidders had been determined pretty well—I 
mean, those who have been of record in recent months—as to whether 
they are large or small, and the percentage of the sales that has gone 
to each of the two classes. So as of now, although having made no 
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set-aside sales, we can say that we are ready to entertain requests for 
such sales and so we are ready to undertake the program. 

Mr. Hiexins. Thank you, Mr. Horning. Next, Mr. Charles Brooks 
administrative assistant to Senator Morse, has a telegram he would 
like to read to you. 


STATEMENT BY CHARLES BROOKS, EXECUTIVE ASSISTANT TO 
SENATOR WAYNE MORSE, ON BEHALF OF SENATOR MORSE 


Mr. Brooks. Thank you, Mr. Hipkins. Mr. Chairman and officials 
of the Small Business Administration, it gives me great pleasure to 
welcome you and your staff personnel to Portland and to the State 
of Oregon upon the occasion of today’s hearing on the Small Business 
Administration timber set-aside program. As one of the sponsors of 
the timber set-aside program, I wish to express special thanks to the 
Small Business Administration for scheduling this hearing so that 
those who comprise the Oregon timber industry, particularly the small 
business segment, may have the opportunity to express their views in 
detail. I sponsored the small business timber set-aside amendment in 
the first instance, because many small businessmen in our lumber in- 
dustry throughout the country indicated to me that it would be very 
helpful to them. The evidence and arguments dealing with the ex- 
perience which has developed thus far under the timber set-aside pro- 
gram to be produced at this hearing will be of great interest to me. 
The views of the various segments of the industry will have great 
weight with me in my consideration of our legislative program and 
its relationship to the future of the program contemplated by the 
set-aside law. The small businessmen of Oregon have my assurance 
of continuing interest in their problems and have my willingness to 
assist them in resolving those problems. Signed, Wayne Morse, U.S. 
Senator. Thank you. 

Mr. Hrexins. Thank you, Mr. Brooks. Ladies and gentlemen, this 
hearing was called today at the request of Members of Congress and 
others to permit testimony to be received concerning the Small Busi- 
ness Administration’s regulations relating to the timber disposal pro- 
gram. Pursuant to the provisions of the notice of this hearing, a 
number of requests were received from persons desiring to be heard. 
These requests were listed in the order in which they were received, 
and a copy of this list was furnished to all persons listed. Before 
calling the list of witnesses, I would like to emphasize several impor- 
tant points. First, as indicated on the list you received, I would ap- 
preciate your confining your remarks to approximately 15 minutes’ 
duration. This is in the interest of insuring that all persons desiring 
to be heard can be heard within the time allotted for this hearing. 
Second, if there are any persons, firms, or associations who did not 
request to be heard in accordance with the terms of the notice of this 
hearing, but who now desire to be heard, every effort will be made to 
hear your testimony before this hearing is concluded. Third, a tran- 
script will be made of all statements. Copies can be purchased from 
the reporting service if you will see the gentleman at the microphone 
over there. Fourth, all persons desiring to submit written statements 
in implementation of or in lieu of an oral statement may doso. These 
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statements should be mailed so as to reach me not later than Monday, 
September 14, 1959. They should be addressed to Donald A. Hipkins, 
Deputy Administrator, Smal] Business Administration, Washington 
25, D.C. 

Lastly, and most important, let me assure you that all oral comments 
received here today and all written statements submitted will be given 
most careful consideration by the three agencies of Government repre- 
sented here today. We will welcome your suggestions to improve this 
program. 

I would now like to call on the list of witnesses. Since this list was 
published, there have been several changes—several people have with- 
drawn and have indicated they do not now care to make a statement. 
Several have asked that their time be changed to tomorrow, so that the 
list you now have is not up todate. The first gentleman on the list has 
indicated that he does not now wish to be heard. The second gentle- 
man on the list has indicated that he would prefer to be heard tomor- 
row. I will call these names, and as I call your name, I would appre- 
ciate if you would come up to the microphone, repeat your name for 
the benefit of the reporter in case I have mispronounced it, indicate the 
company, firm, or association whom you represent; indicate your title; 
and indicate the city and State in which your company is located. 

The first gentleman, therefore, to be called in view of the fact that 
there has been a change in the first two, is Mr. Duane Ottson (pho- 
netic). Is Mr. Ottson here? 


STATEMENT OF V. M. HOWARD, JR., TIMBER MANAGER, PORTLAND 
MANUFACTURING CO., PORTLAND, OREG. 


Mr. Howarp. Mr. Hearing Officer, my name is V. M. Howard, Jr. 
I am timber manager for Portland Manufacturing Co. of Portland, 
Oreg. Iam appearing today at the request of Mr. Duane Ottson, who 
is unable to attend and submit the statement for Portland Manufactur- 
ing Co. I will not take the time to read the statement, but I desire, 
Mr. Hearing Officer, that it be inserted in the record. 

(The following statement is herewith inserted in the record as 
submitted :) 


Mr. Hearings Officer, we appreciate the opportunity to appear before you 
today expressing our opinion regarding the timber set-aside program. 

The management of our Federal forest lands in the Pacific Northwest can 
best be accomplished by the U.S. Forest Service and the Bureau of Land 
Management. Interference in forest management by other Federal departments 
leads to obstacles in forest management. Let me point out one example: In 
1958, a group of us from the Northwest appeared before a Senate hearing in 
Washington, D.C., objecting to the unreliability of Forest Service timber sale 
plans. Action from Northwest congressional delegations seems to have largely 
corrected this problem but now further confusion is to be forthcoming by 
having forest timber sale plans cleared by the Small Business Administration. 
It is our belief that proper distribution of size of timber sales, which is now 
being done, and an intensive forest management program will better protect the 
entire timber industry in the Northwest. 

The set-aside program is not consistent with sound business handling of tax- 
payers’ dollars. With the left hand, you loan money to an operator to build 
his business to a point larger than Small Business Administration set-aside 
standards and then, by virtue of the set-aside program, deny him the oppor- 
tunity to bid on a raw material source. 
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The standard of 100 employees, as a qualification for being certified for 
the set-aside program, is unrealistic for the Pacific Northwest. Efficiency in 
plant operation and employment of more people is penalized by this program. 

If the present set-aside program is strictly enforced to avoid participation 
by so-called large companies in the utilization of the raw material sold under 
the program, less competition will be forthcoming, thus reducing Federal income. 
The 1955 timber hearings pointed out a correlation between the number of 
bidders and the bid price. The Government obtained the greatest return on 
timber sales having the largest number of bidders. 

The set-aside program could well be the initial step toward complete Govern- 
ment allocation of Federal timber; which as an end result, may destroy small 
businesses rather than assist them. 

For every community that the set-aside program assists there will be a com- 
munity hurt by the program. It is not a proper function of the Small Business 
Administration or the forest management agencies, in our opinion, to dictate 
by way of timber set-asides which community or company shall live or die. We 
can think of some areas where a 25 percent automatic reduction in available 
Government timber to so-called large companies will likely result in the closing 
of a plant which employs three times the total of the several so-called small 
companies. We believe that no set-aside timber sale should be made unless 
absolute proof of need is found to be fact. We do not feel that inefficiency is 
just reason for set-aside sales. 

Mr. Hearings Officer, while we object to the program we submit to the fact 
that it is law. We recommend that the standards to qualify for certification 
to bid on set-aside timber sales be raised to 750 employees directly involved in 
the production of wood products. We further recommend that no set-aside 
timber sale be made unless proof of freezeout bidding by so-called large companies 
is found to be fact. 

The economy of our Northwest is geared to our ability to manufacture and 
compete in various wood products. Regional economy and employment should 
be given your full consideration before embarking upon a program of timber 
set-asides calculated to maintain just one segment of the industry. 

Again, Mr. Hearings Officer, thank you for the opportunity to express our 
opinions. 

PORTLAND MANUFACTURING CO., 
V. M. Howarp, Timber Manager. 


Mr. Howarp (continuing). I wish to state that the Portland Manu- 
facturing Co., for more than 15 years, has been opposed to any legisla- 
tion which tends to deprive one segment of the timber industry from 
the other in the obtaining of Government timber. We opposed the 
Sustained Yield Act as it is commonly known in Federal units and 
co-op units, marketing areas, and we now oppose the small business 
set-aside program. They are not entirely clear as to how this legisla- 
tion passed; it was not publicity aired here in the Northwest. We 
think that very likely this program will lead to a 100-percent alloca- 
tion of Government timber, possibly even similar to the farm program, 
and that the end result may very well destroy the small business and 
which is being foisted upon us. 

I would be glad, Mr. Hearing Officer, if you would care to ask any 
questions, we would be glad to try and answer them. 

Mr. Hrexins. Thank you, sir. I don’t believe I have any questions 
at the moment. The next gentleman on the list has indicated that 
he does not now wish to be heard. The fifth gentleman on the list— 
there is another gentleman who is speaking instead of him and I would 
now like to call on Mr. Del Black. Is Mr. Black here? 

Mr. Buacx. Thank you very much. It seems that most of the pone’ 
had, on the list ahead of me, desired not to be heard and quite possibly 
I feel the same way; but I do feel that the reason I am here is of 
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great importance to the small business operator, to the various com- 
munities of the State of pa. 
Mr. Hirxrns. Identify yourself for the reporter, please. 


STATEMENT OF R. D. BLACK, REPRESENTING OROVILLE CHAMBER 
OF COMMERCE, OROVILLE, WASH. 


Mr. Buack. My name is R. D. Black, from Oroville, Wash., and I 
am representing the Oroville Chamber of Commerce of the North 
Okanogan County. As I said in opening, the main reason that I am 
appearing here is because I feel that it is of great economic importance 
for a set-aside program in our forest timber policies. Now, the Oro- 
ville Chamber of Commerce here 6 or 7 years ago instigated the par- 
ticular hearings throughout the Okanogan County in the Okanogan 
National Forest, in which we are ore atin sales be put u 
in the area on a more fair and equitable basis so that all mills and a 
operators could bid upon the sale. It might be well to note that at 
that particular time the main sale in the area were approximately 97 
porenst going to—in large tracts, which were tracts of timber put up 

or sale in such a great volume that the small operator could not 
afford to build roads; he could not afford to buy the heavy equipment 
needed to go into it. 

After several meetings in the area with the various ranger districts 
in the Okanogan County, it became very evident that one important 
solution would be that to obtain smaller sales would have to do with 
forest access roads and whereby these roads could be built with Gov- 
ernment appropriated funds, and that the sales should be made from 
1 million feet to 5 million feet in size. We were informed that there 
were no Government funds available for this district; therefore, we 
presented our road problems to the various north central Washington 
agencies and to our Congressmen. 

In the first part, we asked that to relieve the situation, that the 
make immediate salvage sales available. We also asked that small 
sales be made available adjacent to roads which were already built ; and 
we especially asked for small sales in the north Okanogan County 
district. Now, let me point out that the county of Okanogan and the 
Okanogan National Forest is a tremendous forest, but 97 percent of 
all the sales which were made were being made in the south part of 
the county, which would leave the area in the north completely with- 
out timber sales. During the years of 1940 to 1945, there were only 
four or five small mills in that particular area. As of now, all of 
those mills are out of business. e tragedy of this points to the fact 
that we definitely needed smaller sales; that we needed roads and we 
found that the timber in that area was about 90 percent of national 
forest timber, which should be brought up for sale in tracts whereby 
the small mill operator could make a bid. 

In the 1941-51 10-year period of sales, the average sales in this 
particular forest service in Okanogan National Forest—those sales 
—— 2,820,000 board feet per sale; however, in the next 4-year 
period, this average jumped to 11,096,000 board feet of sales. Now, 
although the allowable cut of this district is 18,500,000 board feet per 
year, and—in this period, they sold a total of 99,950,000 board feet. 
Of this amount, 96,390,000 board feet were sold in only four sales, 
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leaving only 3 percent of the timber in allowable cut for the north 
Okanogan Somnty. Ninety-seven percent of the timber that was in 
our area was manufactured outside of our district. 

Now, one of the big reasons why the Oroville Chamber of Com- 
merce is so interested in seeing that sales be put up in a more equitable 
basis on the timber set-aside program is the fact that the income to our 
schools and to our county road programs, and so forth, are being 
drastically reduced. We feel that the U.S. Treasury as well as our 


own area, is suffering from lack of sales being made, whereby we could 
benefit through the return to the county. 
There are many more figures which can be quoted and as stated 


earlier, that if we did not wish to read our entire statement, that we 
could submit it and which I feel at this time that I will do. How- 
ever, I would like to point out here that the representation which is 
in Portland today from Okanogan County includes both the Oroville 
Chamber of Commerce, the Republic Chamber of Commerce, and the 
Tonasket Chamber of Commerce, and the North Okanogan County 
Timbermen’s Association, who will appear later at this meeting. 

I thank you. 

Mr. Hiexrs. Thank you, sir. Will you leave a copy of the report 
with pe here, please, and with the reporter also, if you have an extra 
copy 
(Statement submitted by Mr. Black herewith inserted in the record 


as follows :) 
OROVILLE CHAMBER OF COMMERCE, 
Oroville, Wash., February 18, 1959. 
U.S. Senator Henry M. Jackson, 
Committee on Armed Forces, 
Washington, D.C. 

Dear SENATOR JACKSON : The following is a comprehensive report of February 
16, 1959, of the Oroville Chamber of Commerce and the 6-year program pertaining 
to the national forest timber of this area, by the Timber Relations Committee 
consisting of Stafford Lewis, chairman, Hans Bergh, Warren Casey, and Jordon 
Krusoff. 

Six years ago, this Oroville Chamber of Commerce was asked by several small 
sawmill operators if it could be made possible for them to have a fair opportunity 
to bid on national forest timber sales. 

A Timber Relations Committee was appointed. The first part of our investiga- 
tion revealed that there should be more of the smaller sales, as the operators 
could not finance sales running up to 20 million feet, 40 million feet, and even 115 
million feet, as was the policy of the national forest at that time. 

We also discovered that the forest access roads being built by the operator 
were far beyond the small operator to build due to the following facts: 

1. The large amount of advance finance required to build access roads. 

2. The heavy and expensive equipment needed was far beyond their means 
to pay. 

After several meetings with our local district ranger at Tonasket, which: we 
will on future pages refer to as north Okanogan, or this district. It seems essen- 
tial to draw a dividing line between here and the U.S. Forest Okanogan head- 
quarters, located in the town of Okanogan, Wash., in order to describe the events 
and conditions existing here. 

At the beginning it appeared very evident that the one important solution would 
be to build the most of these access roads with Government appropriated funds, 
and that sales be made from 1 million feet to 5 million feet size. We were 
informed that there were no Government funds available for this district. ‘There- 
fore we presented our problem of roads to the north central Washington round 
table in about 1953. They favored us with resolution 17, asking our Senators and 
Congressmen to broaden a national policy of building more U.S. forest access 
roads with Government appropriated funds. 
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Our Oroville Chamber of Commerce, along with those of Tonasket and Repub- 
lic, the Grange of Molson and Chesaw joined together in a united action. The 
results have been gratifying. 

During the early part of our endeavors, we met with Okanogan headquarters, 
at many meetings and hearings, toward a solution, until more access roads 
eould be built. 

1. To make immediate salvage sales. 

2. To make small sales adjacent to roads already built. 

3. We especially asked for small sales in the Meyers Creek area. 

As we go along, you will note the importance of this particular area. A 
former ranger of this district informed us there could be about 100 million feet 
of overripe timber in this area. The Pioneer Lumber Co. located within a 
stone’s throw of this area was badly in need of timber. Mr. Joe Hartly, the 
owner, located there in 1950 with encouragement from the forest people, that 
sales would be made in this area. This committee, in behalf of Mr. Hartly, 
has during the last 6 years asked many times for salvage sales or small sales. 
No sales were made until last fall, which were two sales, one of 114 million feet 
and the other of one-half million feet. We appreciate the sales, but they were 
too late for the Pioneer Lumber Co. He had been forced out of business at 
about the time these sales were put up. This is in the Molson and Chesaw area. 

During the years 1940 to 1945 there were up to four and five small mills in 
the area. As of now, they are all out of business. Here are their names: Sites 
Mill, located alongside of national forest on Meyers Creek; Pioneer Lumber 
Co.; Johnson’s Mill on Pontiac Ridge; Jones Mill in Dry Gulch on north side 
of Mount Hull; Clarence Field in Chesaw district. In checking on forest sales, 
there is no record of these mills buying national forest timber as none was 
put up. 

The tragedy here is that for half a century, these communities have been 
able to stabilize their economy by part-time logging and milling. This is a 
dry farm and wheat country and cattle area. They have been proud of their 
school system. They had 100 pupils up to a short time ago. Today, there are 
about 65, and it looks like they will be forced to close and merge with a larger 
school system. They will be confronted with a long hazardous drive over a 
mountain pass, especially through the long winter months. This decrease in 
population points plainly to the total lack of any sawmills. The part of this 
that is hard to understand is that the Bonaparte block which includes this 
Meyers Creek area must have close to a billion feet and that 95 percent of this 
is virgin timber. In fact, in many places there seems to be as much down timber 
as there is standing. 

This needless tragedy has happened despite the fact that at many hearings 
we warned the forest people what would happen back 5 years ago. They ex- 
plained there was little they could do to help, because private and State owned 
the large bulk of the timber in the area and that the national forest could only 
furnish a small part or one-third and that this district in total acreage of pri- 
vate, State, and national forest was 600,000 acres. Of this 203,000 acres was 
national forest. Part of this is true, and we believed accordingly until about 1 
year ago, when we discovered that the State has about 7 percent, private 4 per- 
cent, leaving about 90 percent of the timber of this district national forest. We 
had been misled by acre proportion and this has brought about a serious loss 
to the Government and communities involved. If this had not been discovered, 
could have resulted in only two large sawmills left, doing business in the entire 
county. 

They also informed us on several occasions there were just too many sawmills 
and some or a major part would have to go out of business. At least the last 
part proved to be true. 

We hope to prove in later pages, that there is sufficient timber for all the mills 
in this area to operate at full capacity, and at the end of 100 years there would 
be greater amount of timber than at present. 

We suggested a considerable sized list of national forest sections on Mount 
Hull in the Summit Lake area, and that there was a large amount of overripe 
and salvage timber. The roads were there, as this area had been logged over 
by Swanson sawmill about 25 years ago. In fact, Mr. Clarence Swanson will 
testify there is more timber there now than at the time of cutting. It seemed the 
thinning out greatly increased and speeded up the rate of growth. At this 
hearing, Mr. Bennett promised an air survey, because of the snow on the ground 
and that he would at least have some sales after the snow was off. To date, 
there has been no sales, for sawmill operations. In fact, there is only one sale 
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that shows on Mount Hull since the Swanson sales of 25 years ago, and that sale 
was made to Zosel Lumber Co. in 1943 for 9 million feet. The west side of this 
82,000 acres of timber on Mount Hull fringes about 1 mile outside the city 
limits of Oroville. Oroville has always had two or three mills needing timber. 
We can confirm this by airplane and show miles of overripe timber. (In some 
areas, it looks like there is as much down as standing). 

Another illustration, Mr. Bill Siegrist of Tonasket in 1951, approached Mr. 
Lynch, the ranger in charge of the Tonasket district, on the advisability of build- 
ing a sawmill in Tonasket and if so, would Mr. Lynch put up some sales. Mr. 
Lynch informed him there was a lot of fir and larch in the Meyers Creek area 
needing cutting and he would put up sales. With this encouragement, Mr. 
Siegrist built the mill in about 1952. When he asked for timber sales, another 
ranger took over in Tonasket. His ideas were opposite. There were no sales 
made. Mr. Siegrist, during his 3-year operation, had no opportunity to bid on 
national forest timber. He had to close down. One of the main reasons for 
this was due to the entire lack of national forest timber. 

We believe this 1951 period shows a complete change in the policies of the na- 
tional forest people, and that they have played into the hands of a monopoly. The 
1941-51 10-year sales average show at 2,812,000 board feet for sale; 1952 and 
through 1953, a 4-year period, the average jumped to 11,096,000 board-feet sales. 
Although the allowable cut of this district is 13,500,000 board feet per year. In 
this period they sold a total of 99,950,000 feet ; of this amount 96,390,000 was sold 
in four sales to Biles Colemen Lumber Co. of Omak, leaving 3 percent for North 
Okanogan County; 97 percent being manufactured out of this district. During 
this period, we were pleading for small sales. After this, we once again asked 
for help from our Senators and Congressmen and the aid of newspapers to reveal 
the facts to the public and once again we had wonderful support. U.S. Senator 
Jackson held a hearing here the middle of 1958, and he strongly urged smaller 
sales and more building of forest access roads. A hearing was held in the fall 
by Mr. Wolfe, U.S. Senate Committee on Interior Affairs, and he also pointed 
out the necessity of small sales. Due to these requests, the forest people did 
make four small sales in about November of 1958. We were greatly hopeful 
toward this change of policy. 

As these four sales were sold to two of the small mills in the area, the 1% 
million and the one-half million on Meyers Creek, brought the startling figure 
of about $22,000 above the appraised price. These were on the newly completed 
Meyers Creek Road, built by Government appropriated funds costing about 
$100,000. This 2 million feet of timber paid for over one-fifth of the cost of 
the road. We are sure there is 31 million feet of virgin timber to be tapped 
from this road. It is unfortunate that the next 5-year sales plan shows very 
small amount of timber to be sold here. 

The Landreth Mill in Tonasket who purchased the one-half million feet sale 
at Meyers Creek states that there was a considerable amount of timber that 
produced a poor grade of lumber because some of the trees were cut 30 to 40 
years too late. 

The sawmills are still starved for timber and the sales report for January 
1 to July 1 of this year show only a 4 million feet sale at Cox Ranch and one 
small salvage sale for 100,000 feet. Also the 5-year sales plan of this area to 
1962 only show about a total of 33 million feet. Under the present allowable 
sustained-yield cut for this area this should be 6744 million feet. We are won- 
dering if this is the result of the high peak 4-year sales from 1952-55 and if 
the plan still persists to force the mills out of business. 

The last 3-year low volume of total sales is drastically cutting down on the 
income to the schools and to the county road program, as 25 percent of the 
national forest sales are diverted 50—50 to county roads and to schools. This 
committee worked with the N.C.W. Timbermens Association and have spent 
considerable time in research as to the total volume of timber average total 
stand per acre. 

We first took the national forest map of this area, that we were told had 
203,000 acres. We found instead, that within these boundaries, there is 242,000 
acres. We discovered one place where they made a mistake—the Cedar Creek 
Block on Buckhorn Mountain was listed by the forest people as 8,800 total acre- 
age, while the map showed over 30,000 acres. 

We took the total average stand of the Chelan Forest bordering us to the 
south they had 14,700 feet total stand per acre many private sales of the last 
10 years all of them fringing the national forest in our area. And also the 
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State of Washington timber sales. These, average around 13,000 feet per 
acre. We also took the Colville National Forest district, bordering us on the 
east. They came up with over 12,000 feet total stand per acre, although by air- 
plane, they show a more spotted growth than this area. We came up with 
a total stand per acre of 13,000 feet on, 242,000 acres; this makes over 3 bil- 
lion feet. The present allowable cut at 13144 million feet a year, is based on a 
total stand of 14% billion feet. 

The Gamble Lumber Co. mill in the southern end of the county in Brewster, 
to our knowledge has at no time since 1941 purchased national forest timber, 
and that at a recent date, has been hauling from Malo in Ferry County to 
Brewster, a total distance of about 110 miles. Sixty-two miles of this fringes, 
or is close to National Forest and 15 miles of this is over the Wauconda 
Mountain pass—4,310 feet above sea level and through the center of national 
forest timber which is badly in need of cutting. 

We do not believe our only hope left is to set this area aside as a restricted 
sales zone. Under the Small Business Loan Administration and according to 
the future 5-year sales program here it may be essential to requisition timber 
in order to get enough timber to keep the small mills left in business. 

The present number of 250 men employed by the 7 sawmills could easily 
reach over 1,000 instead and this on a resource already going to waste. 

We are copying some recent newspaper articles that might be of information. 

Copy— 

“JACKSON Raps U.S.F.S. Timper Sate Lae 


“Senator Henry M. Jackson said he has asked regional U.S. Forest Service 
Officials to sell dead timber in Okanogan National Forest to enable small timber 
operators to bid. 

“No. 1, His request was made after he conferred September 4 at Oroville, 
with small logging operators and representatives of sawmills which he said 
face a prospect of closing because of the Forest Service present policy. He 
urged more small sales, and more salvage sales.” 

Copy of Omak Chronicle, October 2: 

“No. 2. Small offerings of U.S.F.S. timber excites no interest: Conconully 
District Ranger Don Carson reports that Biles-Coleman Lumber Co. was the 
only bidder on six small sales of 12,500 feet, 16,000 feet, 24,000 feet, 100,000 
feet, 250,000 feet, and 500,000 feet of timber. These sales were recently placed 
on the market in line with the Okanogan National Forest policy of providing 
small millowners an opportunity to bid on Forest Service timber for their 
operations. Biles-Coleman was the only operator represented at the auction. 

“Two other small parcels of 33,000 feet and 100,000 feet offered at the same 
time received no bid and are still available for purchase.” 

Below are our conclusions of the last copy—this county is the second largest 
county in the United States, and the sad part is that these sales were sold at 
the other end of the county and too far away for any of the seven small mills 
to haul timber on a paying basis. As it is close to the large operator he gets 
the timber. In fact, we do not know of any small operators in that area. 

We believe this misleading and has led the public to believe that the small 
mills are indifferent to small sales. We believe this policy harmful to the 
overall public good and that the national forest policies were never intended 
to pursue along these lines. 

In conclusion we also feel that if the $2,850,000 we asked for to build access 
roads for this district was allowed and these roads were to be built, all of the 
8 billion feet of timber would be made accessible and salvage overripe timber 
could be cut and a sustained yield of approximately 3744 million feet could be 
set up instead of the present 13% million feet yearly cut in this north Okanogan 
County. About 280 miles of access roads would complete this project. We 
especially refer to the Boneparte block, which includes Meyers Creek, the 
Mount Hull block, Cedar Creek block, and Aeneas Valley block, all of which 
have a great deal of virgin timber and are located in the north Okanogan 
district and easily accessible to the mills in this north Okanogan district. 

Thank you again for the wonderful help and support. 

Yours very truly, 
Starrorp LEwIs, 
Chairmen, Timber Relations Committee, 
Oroville Chamber of Commerce. 


; 
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Mr. Hiextns. The next gentleman on the list is Mr. William Mce- 
Kinley. Is Mr. McKinley here? 


STATEMENT OF WILLIAM McKINLEY, PART OWNER AND MAN- 
AGER, COOS VENEER; AND PARTNER AND MANAGER OF PWM 
LOGGING CO., MYRTLE POINT, OREG. 


Mr. McKintey. I am William McKinley of Coos County and for- 
mer owner—part owner and manager of the Coos Veneer and also 
partner and manager of PWM Logging Co. and we have been in busi- 
ness—were in business for a number of years in that area—bought our 
own timber, logged it, sold it, and about 4 years ago, we formed a 
veneer plant—veneer company, and we grew, got a little larger as we 
went along and we needed more timber. And we got to where we were 
using about from anywhere from 18 to 20 million feet of Government 
timber a year. We got lots of competition from the big outfits and it 
seemed as though that whenever we wanted a sale, why, we have one 
large operator in our area down there that is there—they wanted a 
sale. As of June 1, we sold out. The reason we sold, we figured we 
could do other things and I don’t have very much to say here, but I 
do think that this act could be worked very easily and T would sure 
like to see it tried at least before it is condemned. Thank you. 

Mr. Hiextns. Thank you, Mr. McKinley. There has been a change 
in the next gentleman. Instead of Mr. Rubert, Mr. Charles M. Atchi- 
son. Is Mr. Atchison here? If you would be sure to speak loud 
enough so that the reporter can get your comments, we’d appreciate it. 
Thank you. 


STATEMENT OF CHARLES M. ATCHISON, PRESIDENT, ATCHISON 
LUMBER €0., WAUCONDA, WASH.; AND PRESIDENT, NORTH 
CENTRAL WASHINGTON TIMBERMEN’S ASSOCIATION, TONASKET, 
WASH. 


Mr. Arcutson. My name is Charlie Atchison, and I am from Tonas- 
ket, Wash. I am a small operator; also the president of the North 
Central Washington Timbermen’s Association of Okanogan—north 
Okanogan County. I have here a letter that I want to submit from 
the Timbermen’s Association of what we have been trying to do to be 
on an equal basis on the disposal of Government timber, and this letter 
is backed by the Chamber of Commerce of Oroville, Wash., and Tonas- 
ket, Wash. 

We, the undersigned organizations agree to a solution on the exist- 
ing timber situation in our area. 

1. There are operators of various sizes and the timber sales would 
have to vary in a size to accommodate their needs. To accommodate 
the operators, the sale should be from 1 million board feet to 10 mil- 
lion board feet. 

Now, the lack of access roads have been the reason for large sales in 
our area as smaller sales would not carry the cost of the roads. The 
result was competition was eliminated and the Government timber 
would usually sell at an appraisal. Therefore, the revenue to the 
Government was gradually decreasing when it should have been in- 
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creasing. The return is divided amongst the Government and county 
and schools and they are all growing industries and need increased 
revenue and we feel that the timber should be sold in a business manner 
to get the most that they can out of it. We feel that the solution to the 
problem was that if we could get the Government to build roads so 
that sales could be of a smaller size and get competition back, that their 
money would be well invested, as we have a virgin stand of timber—it 
is well matured and a lot of waste going on in the stand. ‘There could 
be more money out of the appraisal of the sales as we found that small 
sales usually double their appraisal. 

There could be return on high risk and salvage timber that will have 
gone to waste without any revenue. It would make our fire protection 
more complete to our forest. It would make our tourist attractions 
more accessible and make roads linking our communities together 
more complete. 

Also, we have been led to believe that we are not cutting the proper 
amount of timber on our sustained yield program, as our neighboring 
forests have larger sustained yields than we have. The Timbermen’s 
Asséciation and the Chamber of Commerce of Oroville, Wash., made 
a survey of the past cutting of timber, of forest and private stands 
and acres cut—how much yield and what percent of stand was cut. 
We think there is approximately 114 billion feet more timber than our 
old survey showed. It would be unwise to cut an improper amount 
and have such a terrific loss. We hope that in analyzing this informa- 
tion, there will be a satisfactory accomplishment made and if not, we 
fee] that a timber set-aside would be justified. 

Thank you. 

Mr. Hiexins. Thank you, Mr. Atchison. The next gentleman on 
the list is Mr. Carl S. Walker. Is Mr. Walker here? 


STATEMENT OF CARL S. WALKER, WALKER LUMBER CO., INC., 
BRIDGEVILLE, CALIF. 


Mr. Watxer. Thank you, Mr. Hipkins, and gentlemen. I am very 
glad to be present at this particular hearing because I am quite inter- 
ested in the set-aside program. I have been since its inception and as 
long as it remains in effect, I hope to likewise continue my interest 
in it. Now—— 

Mr. Hirxins. Will you identify yourself for the reporter—your 
full name, where you live—— 

Mr. Waker. Will you excuse me? I will. My name is Carl 
Walker; I am from California. I represent the Walker Lumber Co., 
Inc. We are located in the coast range of California where the red- 
woods stop growing and the pine starts growing, about 50 miles east 
of Fortuna. It’s back in the hills so far that when you keep going 
farther, you get closer to someplace else. We are in an isolated, 
remote area. 

This set-aside program had its origin of course in the Small Busi- 
ness Act of 1958 and when we commence thinking about the act it- 
self—the set-aside program—or at least when I did, I went back to 
the act, and I found that this act was conceived for the purpose—the 
Small Business Act, this is separate and — and preceding the set- 
aside program—I found that the Small Business Act was conceived 
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for two principal reasons, one of which was to develop the full pro- 
ductivity, the productive capacity of the Nation in an economic sense. 
Secondly, it was to have facility available in time of national emer- 
gency which would utilize natural resources and manpower which 
would otherwise be time consuming and difficult to mobilize into a 
defense program. 

Now, in thinking about that part of the act, as opposed to this small 
segment of it which we are concerned with today, any questions which 
we have directed toward the program itself, should admittedly in our 
own minds be referred back to the father act or the Small Business 
Act of 1958 to see if these two qualifi:ations are complied with in our 
interpretation of the act or our modifications or any Bureau regula- 
tions which may be applied toward that. Now, I like to think of this 
and I believe it is proper, that we do have in the back countries—we 
have people and skilled labor who are competent people, but who pre- 
fer to be and prefer to live and raise their families in such localities— 
have the schools such as they are, but it is more or less of a frontier 
life, but they prefer it and that’s the type of labor which these small 
businesses are employing. It has considerable impact upon the eco- 
nomic picture of the Nation. So, with those two points, the act itself, 
the full productivity of the Nation and the being available for any 
defense program, we can proceed to examine the set-aside program. 

You are all aware of the—and nobody here—I presume everyone 
here is in the lumber business or some phase of the timber business— 
and you all must be aware of the trend toward consolidation of timber 
lands under single ownerships which are developing into a monopo- 
listic approach and I believe that we are directing, inadvertently, 
unknowingly—but we are becoming something like the steel industry, 
which is pretty well monopolized. We have a strike in the steel 
industry today and it’s a very quiet thing and there seems to be a 
tacit agreement between the union and the steel companies that until 
these surplus inventories have gradually worked off, there will be no 
settlement. At that time, the consuming public will be eager enough 
to buy steel that it will not object to a price rise in the price of steel. 
The unions will get their wage increase and the economy of the 
United States will continue on toward inflation. Pardon my aside 
there into the law of supply and demand. 

But, this monopoly—this monopolistic trend which is occurring—if 
you will take the number of companies’ products who were in busi- 
ness 10 years ago—those that are in business today, you will find that 
there is a growing concentration of forest product production in 
fewer and fewer hands and I think that as an individual—citizen, 
but perhaps more so as an operator of a small sawmill remanufac- 
turing plant, that we find increasing competition for our source of 
timber. Therefore, it’s important that some measures be taken such 
as are outlined in the set-aside program to assure these small mills 
that they can continue to operate, that they are not going to have to 
bid themselves broke for timber—fair margin of profit—that they 
will have their plants in business and in operation if a national 
emergency does occur and we must think that there is one going to 
occur, otherwise this $40 or $50 billion a year we are spending for 
defense is being wasted. That is nationally. 











26 SET-ASIDES IN SALE OF GOVERNMENT. TIMBER 


Now, whenever we have any kind of a law that’s enacted by Congress 
and directly affects somie segment of the people, there are two views 
taken. One, the Sppanents say, “How can I get around it?” The 

roponents say, “How can I convert that to my own advantage?” 
hat is elementary. 

Now, in the set-aside program, I think the Forest Service and the 
O. & C. are well versed in the art of appraisal so that full value of 
the timber will accrue to the Government ry virtue of their appraisals. 
I don’t think under this that any subsidy is expected, anticipated, or 
even requested. However, the small businessman, the small business 
sawmill, he wants to not bid himself broke on some sale just merely 
to stay in business and another thing that is really important, and 
I have already heard it, is this—that already, people are conceiving 
ways and means of getting around the intent and purpose of the act; 
so I do hope that the Small Business Administration, Forest Service, 
and the O. & C. will be very much on the alert for any way to cir- 
cumvent the intent of the act itself. 

We have this thing of sealed bidding versus oral bidding. I be- 
lieve that it is desirable to have oral bidding in all cases. It’s just 
like a man that is playing poker and he can stop betting any time he 
wants to—throw down his hand. I am strongly in favor of that. 
There is some suggestion made by people who oppose the set-aside 
program that more complete utilization is made of the natural re- 
source, our tree, by the larger, more well financed firms. I don’t 
believe that the palate for manufacture—I don’t believe that the 
ability to purchase satisfactory machines resides entirely with the 
larger companies. A small mill can have just as accurate and pre- 
cision tools and equipment as a large mill. So, I hardly believe that 
that is a legitimate reason to oppose the set-aside program—is more 
complete utilization. 

There has been, last night—I arrived in Portland—I purchased the 
Oregon Journal and on page 3 inside, the O. & C. Board asks set-aside 
repeal. This morning, I learned the personalities who were involved 
in the O. & C. advisory board. I believe the O. & C. division of the 
Government is probably competent to take care of its own business 
without asking for this kind of advice. However, the advisory board 
has recommended appeal of the timber set-aside program for small 
business. The boas in a meeting Monday ioacece the set-aside pro- 
gram on the contention that it is impractical and will not accomplish 
the purpose for which it is intended. This morning I learned the 
identity of the people on the board. I ama little surprised that this 
action was taken. But as to why is it impractical and why will it not 
accomplish the purpose for which it was intended, we go back to the 
parE of it and refer to that again, is to pareee the full, economic 

roductive capacity of a nation and it is certainly well if it aids in 
eeping mills and small communities operating and why won’t it 
ee for national sere by having operating plants in iso- 
ated and rural areas which will contribute their full share of mate- 
rial—strategic and essential materials to the mobilization or the emer- 
gency effort. 

So when the board ore that. it is impractical, it is not impractical. 
It will accomplish exactly that and that’s the reason—the Father Act 
is the reason for its existence. Now, there are other things that have 
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been said and this will go back and forth—those are the main points 
that I wanted to make, is the act itself and how it affects this set-aside 
program where you conceive a change of any of the—any regulation— 
any regulation which is conceived to implement an act is. subject to 
modification, certainly, but let us not lose sight of the purpose and the 
reason of the set-aside program as referred back to the Small Business 
Act itself. 

The author of this bill—this act, I think is wise. I don’t know how 
it came about, but I know that Senator Morse expressed interest in it 
this morning. However, I am got concerned with him, because I am 
south of the border. But I do appreciate this opportunity to be here 
and I thank you very much for the time. 

Mr. Hripxis. Thank you, Mr. Walker. The next gentleman on the 
list is Mr. Sprague. Again let me ask you at the outset of your re- 
marks, if you will give your full name, the company you represent, 
your position in the company and the town and State in which you 
are located. 


STATEMENT OF M. A. SPRAGUE, REPRESENTING ILLINOIS VALLEY 
CHAMBER OF COMMERCE, SELMA, OREG. 


Mr. Spracue. Thank you. My name is M.A.Sprague. Iam from 
Selma, Oreg. and I am a retired logger, have been retired now the last 
year or so and this statement is made in the name of the representa- 
tives of the Illinois Valley Chamber of Commerce. 

The area of the Illinois Valley is the watershed of the Illinois River, 
largest tributary of the Rogue River in southwestern Oregon. In 
this general area, there are Federal timber holdings of the National 
Forest Service and the Bureau of Land Management. This timber is 
being managed on a sustained yield basis. In the Illinois Valley, there 
are several small sawmills and about 35 small logging operators. I 
would like to add here that the 35 operators, they can be from 4 to 5 
and maybe 15 or 20 men. It doesn’t necessarily mean 50 or 100. Due 
to the fact that there are not enough timber available to keep all these 
small loggers busy on the year-around basis, some of them divide their 
time between woods operation and other employment. 

I am personally in favor of the application of the principle of the 
small-business law to the timber industry in the State of Oregon. This 
is also the case with the Illinois Valley Chamber of Commerce and 
a group of small owners of independent loggers whom I am pleased 
to represent at this hearing. Frankly, we feel that there is one serious 
fault with the proposed restriction for the benefit of small business. 
This is in the identification of small business as it is applied to the 
lumber industry in southwestern Oregon. Here there are very few 
operators who would not qualify under the definition. We believe the 
definition should be changed to define the number of employees as 
50 or fewer instead of the 100 employees as suggested.. With the 
typical small logger-operators, one who works on their own in this 
State, over 10 men isa ee more realistic definition. While Oregon 
is a large State with the important lumbering industry, many of the 
areas where lumbering is done are small communities. A recent study 
of the facilities of the loggers and their capacities to handle timber 
indicates that the Federal agencies concerned cannot under the sus- 
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tained-yield program offer enough accessible timber to keep them all 
busy. Therefore, it is imperative that there be restrictions imposed 
which will insure the available employment of the operator. Such 
restrictions will not result in restriction of the area of competition 
to the determent of the Government because there is ample compe- 
tition on the part of the small operator for their share of the available 
timber and resulting employment. 

In closing, I want to assure you to consider changing your defi- 
nition of small business and would suggest that the number of em- 
ployees permitted as a qualification bé put at 50 instead of 100. Thank 
you. 

’ Mr. Hrexins. Thank you, Mr. Sprague. The next gentleman on 
the list is Mr. Joe M. Crahane. If I have mispronounced that name, 
I apologize. 


STATEMENT OF JOE CRAHANE, GENERAL MANAGER, MOUNTAIN 
FIR LUMBER CO., INDEPENDENCE, OREG. 


Mr. Cranane. Mr. Hipkins, Mr. Mason, Mr. Horning, ladies and 
gentlemen, my name is Joe Crahane, Mountain Fir Lumber Co., Inde- 
pendence, Oreg. I can’t walk very good; I broke my leg, but I hope 
that I can talk. 

I am not going to use the terms “large mills” in my speech today, 
but, instead, I will use the term “restricted mills.” My reason for this 
is that the number of men employed does not have much bearing upon 
who will be allowed, under this act which is the subject here, to bid 
on a hundred percent of the timber offered in his district or who will 
be restricted to that portion that is not set aside. 

I think you all know and have been advised that about 50 percent 
of all lumber produced in Oregon is produced by mills that can qualify 
under the act. So when they tell us about maybe putting up a little 
timber for this man or that man, it’s human nature for the rest of 
them that comes under that classification to speak up and ask where 
their share of the timber is—why are they not included ? 

I will speak of a specific situation where one company I know owns 
four sawmills in Oregon, but none of them within a hundred miles 
of each other. Each mill employs about 50 men and they specialize 
in dimension lumber, the major portion planed and shipped green. 
No high-price commodities. The 4 mills are owned jointly by 18 
partners. Any one of these mills could qualify as a set-asider; but due 
to the fact that the ownership is intermingled, they are placed in a 
restricted category. And by the way, I asked one Senator, who was 
cosponsor of this act, if mills in this particular situation could qualify 
and he wrote me a letter and he said, “No.” In my next letter, I 
says, “Then it’s up to me to junk most of them in order to qualify,” 
and he says, “Don’t doit yet.” [Laughter. ] 

Now at the same time, these mills that are employing 50 men cannot 
qualify, there are other mills in the community that have double the 
amount of men than the mills that I referred to and they produce a 
higher priced commodity than the mills I referred to, but they can 
qualify. How do you like that ? 

The simple fact that this company has several mills does put them 
in a position where they would be forced to pay more for their stump- 
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age than other mills larger, operating individually. We must never 
allow ourselves to think that when they begin passing out those set- 
asiders and your neighbor gets a good set-aside deal, you will want 
one too and you are going to holler to beat hell if you don’t get it. 
[ Laughter. ] 

The purpose of this act as I understand it is to help those who are 
unable to compete with more efficient operators on account of their 
inefficiency. Yet they are allowed to bid on a hundred percent of all 
of the timber that is offered for sale while the efficient operators 
would be allowed to bid only on those timber sales which were not 
set aside. 

It is a known fact that there is not enough timber put up for sale 
now to take care of our present production and this act would cer- 
tainly have the effect of further curtailment. It is a question of who 
is—it would be a question of who is entitled to the sale—the efficient 
or the inefficient operators—who practices a high degree of conserva- 
tion, utilization, and general efficiency or the inefficient mills because 
of their inefficiency and lack of a high degree of recovery from our 
natural resources. 

Shall we subsidize this type to keep them a-going or shall we let 
him realize that if he is going to stay in business, he too must put 
his operation on an efficient basis in order that he too can operate 
efficiently and buy Federal timber on a competitive basis? 

I fully recognize the fact that the agency will grow—will go slow 
on a trial basis, but on the other hand, we had just as well recognize 
the fact that it will not be long on a trial basis unless they make a 
drastic change in the policy as it now stands. The sponsors will find 
that there are only a few of the small mills getting the relief that 
they expected. They will continue to send their hundreds of letters 
to the Small Business Administration. The small mills will protest 
if they find that they still have to compete with larger mills and they 
do have the set-aside to protect them, and even though the set-aside 
sales are small and probably intended to help only the very small 
operators, the larger of the smaller mills—I mean those that will 
qualify—the ra of the smaller mills will claim that they have a 
right too, and under this ruling, they do have. 

If I understand the act, it provides that you cannot buy logs from 
a logger if you have any financial interest in their logging operation. 
Another point—how far could an operator go in financing or paying 
in advance for logs before you got to the mill? If your logger—and 
= will find out ner of you have been in the same situation—if the 

ogger wanted to fall and buck and build roads in the wintertime 
when he could not log, would it be in violation to advance him money 
for road construction, falling, and bucking? Some points like this, 
I would like to have the administration to define the amount, if any, 
that could be advanced in the above situations. 

A father—a son asked me—he’s in business with his father—when 
a father and son are running a mill and they do not qualify for the 
set-aside timber, can the son sell out to the father and then can the 
son buy timber from the Federal agencies and sell to his father ? 

Another case where four partners—when four partners are runnin 
a sawmill and one sold out to the other three, would he have to sel 
out for all cash in order to qualify for Federal timber if he wanted 
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to become a logger for the company; or could he sell out to the other 
partners on the installment plan ? 

Can a wife buy timber and sell it to her husband who has a restricted 
mill ? 

If a logger owes me on the equipment he is using, can I buy logs 
from him ¢ 

There are more complications to this thing than anything I had ever 
heard of. [Laughter. 

There is entirely too much left for the personal judgment of the 
sales officer in charge. You will notice, when you read the literature 
or the notices and the accounts of this Small Business Administration 
with reference to selling timber, that it will be left up to the sales officer 
in charge—it will be left to his judgment. I pity the poor sales officer 
if he does a good job. 

If a logger were to sell logs to another operator, how would the sales 
officer know where the logger got the money to buy the timber? The 
foresters for the Bureau of Land Management and the U.S. Forest 
Service have both more than they can do at the present time. They 
are already behind on their schedules and to give ilies further respon- 
sibilities of ascertaining where the money comes from that was buying 
the timber, that would certainly have a tendency to slow down the 
sales of the Federal timber even further. They have enough problems 
already without adding this extra burden onto their present load. 

I am mindful of the fact that the agency is planning to go slow in 
the beginning. I am also mindful of the fact that about half of the 
production is by mills with a hundred employees or less. Now, I said 
half of the dahon is produced by mills with a hundred employees or 
less. Mind you, those mills all come under this category that they 
have a right to bid on this set-aside timber. Who can qualify for the 
set-aside? Should there be a dozen timber sales offered in some par- 
ticular district, and should two of that number be set aside for small 
operators? And if 50 percent of all of the operators in that district 
employed less than a hundred men and could qualify for a set-aside 
how would the timber sales officer decide which one of them—several 
mills qualifying—would be entitled to that set-aside? If any par- 
ticular mill in a locality can qualify for a set-aside, why can’t all of the 
mills in that locality qualify for a set-aside? You can never satisfy all 
of the set-asiders by showing favoritism to one. I am a set-asider. I 
have a little peanut mill up the country, and if anybody else is goin 
to take the advantage of that law, I want to get on it too. FEametten 

On the basis that 50 percent of the production could demand set- 
asides, and human nature being what it is, and especially when it 
comes to purchasing Federal timber, John Doe will demand the same 
right as his competitors. 

If 50 percent of the timber now being cut is going to those who 
can qualify as a set-asider, I can see where the Forest Service would 
have plenty of problems if it attempted to discriminate and pick out 
certain operators to be favored. To say to one segment in the indus- 
try, “You can bid on a hundred percent of the timber that is offered 
for sale,” and to the other half of the industry, “You can bid only on 
50 percent of the timber that is offered for sale”—that is extremely 
unfair and it is proposed that these’ decisions should be made by the 
personal judgment of the appropriate timber sales officer. 
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There may be those who would tell you that if an operator has pri- 
vate timber, that that would disqualify him from the set-aside; and 
there may be others who would tell you to liquidate all of your private 
timber before you can qualify as a set-asider. 

For many years we have preached conservation of our natural re- 
sources. We have tried to get the fullest recovery possible from our 
logs. We have made every effort to stabilize the community in which 
our operations were situated. ‘To run our operations steadily we had 
to have the best of equipment. 

Mr. Walker, the speaker before me, I believe—he admitted that it’s 
possible for a small operator to have good equipment. He could have 
as good equipment as anybody. He can operate as efficiently as the 
larger mills, too. He can do that. He has to sacrifice and he has 
to lay off on a little golfing and fishing because he does not have the 
production that nae allow him to go on these trips and hire person- 
nel in his place. 

We have strived to get the biggest overrun possible from our logs. 
Why penalize the efficient operator and eliminate him from competi- 
tion for a less efficient operator? If that is the aim of this policy, 
then I say that it is the rottenest piece of legislation that we ever had 
to contend with. 

There is barely enough timber put up for sale at the present time 
to satisfy the requirements of the mills under the present system and 
to restrict the efficient types of mills from competition; to restrict the 
mills whose individual communities are largely dependent on them for 
their livelihood ; to take away their right of fair and free competition 
in favor of the less efficient mills is a far cry from the competitive 
system of the past that has made this country great. 

Under this act, we are attempting to classify the operators and 

nalize those that are doing a good job and subsidize those that are 
inefficient. Those with the ingenuity and the will to sacrifice and the 
believers of free enterprise snd the competitive system would be fur- 
ther penalized. 

In one instance we talk about fullest recovery from our natural 
resources and then we reverse ourselves toward the inefficient and 
penalize the efficient. 

Thank you, ladies and gentlemen. I will turnin acopy. [Applause. ] 

Mr. Hiexins. Thank you, sir, very much. We appreciated and 
enjoyed your remarks. The purpose of this hearing, as I said at the 
outset, is to get just these types of comments from the people here 
for the purpose of our three agencies considering what changes, if 
any, should be made in the regulations. I trust you all fully realize 
that I had nothing to do with the legislation. [Laughter.] I am just 
one of the guys that has to try to implement it—which we have tried 
todo. We have, as the gentleman stated, moved very slowly. Every- 
thing we have done has been done after a very full anmideteiina of 
all the problems that we know of and only after we have fully co- 
ordinated it with the Forest Service and the Bureau of Land Manage- 
ment, who are the experts in this field. Most certainly the Small 
Business Administration is not an expert in the field. 

The next gentleman on the list has asked to be heard tomorrow 
instead of today. And next is—I do not have a name, but I have the 
name of the Tygh Valley Lumber Co, Again, if I have mispro- 
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nounced that, you correct me. Is there a representative from that 
company here? 


STATEMENT OF FRANCIS S. THOMAS, LOGGING ENGINEER AND 
FORESTER FOR TYGH VALLEY LUMBER CO., TYGH VALLEY, 
OREG. 


Mr. Tuomas. I am Francis S. Thomas, logging engineer and forester 
for Tygh Valley Lumber Co., Tygh Valley, (8 

In July of 1958, the U.S. Gon ress, without benefit of hearings, 
passed an amendment to previous legislation authorizing this prefer- 
ential treatment of small business concerns when bidding competitively 
on federally owned timber. In my mind, this act reflects the miscon- 
ception held by many that small business, first, is unable to buy its 
fair share of public timber offered ; and second, small business cannot 
successfully compete against so-called big business for public timber. 
Actually, the trouble is not that small business is unable to purchase 
public timber. Simply stated, the problem is that the demand for 
public timber is greater than the presently available supply. This 
piece of legislation does nothing to put more stumpage on the market 
nor does it create or protect payrolls. This act does reflect, however, 
the fact that somewhere someone wishes to operate on public timber 
with an umbrella over his head. 

The key to equitable administration of this law will be how a small 
business is defined. So the question is raised as to who shall be called 
small and who shall be called big. Unfortunately, this question cannot 
be reduced to the simplicity of black and white. Actually, there is a 
very wide band of gray that exists. We can probably count the “bigs” 
on the fingers of our two hands. The “bigs” in this business are char- 
acterized by complete diversification and integration. They employ 
probably well over 500 men and even over a thousand. But between 
this “big” completely integrated operation and the very small single 
product sawmill lies the middle-class, independently owned sawmill 
or plywood plant which in the West constitutes nearly 65 percent of 
the western region’s lumber production. It is this middle-class opera- 
tion that forms the backbone of the industry. 

In contrast to the big timber corporation, such a plant is owned 
independently by a very limited number of people and it is generally 
undiversified, producing either lumber or plywood. The employ- 
ment there is well under 500 men. They do not control their timber 
su ply, but are dependent on public timber to varying degrees. When 
public timber is allocated to selected operators under the set-aside 
program, it will be these stable, medium-to-small businesses that suffer, 
not the large, integrated corporations. 

Nationwide, the forest products industry is so constituted as to 
defy the defining of a find lumber business by any single definition. 
To attempt to do so is folly. There are eight principal lumber regions 
in the United States. The industry in each respective region is worlds 
apart as to structure and type of plant. In the five eastern lumbering 
regions, 75 percent of the production comes from plants producing 
5 million board feet or less. In the three western lumbering regions, 
mills of this same capacity only account for approximately 15 per- 
cent of the annual production, while mills in the 5- to 50-million class 
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account for 65 percent of the annual lumber production. Thus re- 
ceived from the Bureau of Census statistics, it becomes obvious that 
a small plant in one region becomes a large plant in another. 

To rule that a small business employing over 100 persons shall be 
deprived of its right to bid on public timber is to depart from the 
dictates of reason and sound judgment. The 100-man stipulation now 
in effect does nothing to help small business, say, in the eastern lumber 
regions. In the largest lumber region in the country, the western 
pine region, the 100-man limit has no basis in fact to justify its use. 
Region by region, small concerns show wide variations in the number 
of employees, as well as in production. Consequently, industry needs 
a flexible and realistic definition of size for small business, since the 
number of men employed does not necessarily indicate economic 
strength. It is merely indicative of product refinement, degree of 
utilization, or the end product produced. If small businesses must 
be defined in terms of the persons employed, then let that definition 
be written region by region so the industry’s regional peculiarities 
can be incorporated. In any event, the maximum should be set high 
enough to minimize the adverse consequencs which are bound to 
follow. In the southern pine region, this maximum may be 50 men; 
in the western pine region, it may be 150. Somewhere else, possibly 
100 men. 

In the past, intense competitive bidding in certain localities has 
been interpreted as a life and death struggle between a small and a 
large operator. More often than not, such bidding merely reflects 
the difference of value in the various end products which each bidder 
intends to produce. Such competition is normal regardless of 
whether bidders are small, medium, or large. People also fail to 
realize today when a large operator does manage to buy a timber sale, 
some small logger will have work logging that sale. The trend is for 
more small loggers to find steady work by replacing large company- 
owned logging sites. Adjustments to changing economic conditions 
in conjunction with governmental changes in timber sale, size of sale, 
timing and length, as well as financial terms, are enabling small busi- 
ness to compete on a more equal basis with large concerns. The fact 
remains, small business presently is operating successfully by and 
large, without timber set-asides. The extent of this success is attested 
to by the fact that small business continues to produce about 75 per- 
cent of the Nation’s lumber supply. During the past 5 years, we have 
attended, personally, dozens of timber sales. Our observation has 
been that the small timber operator, both sawmill man and logger, con- 
sistently outbids the “big” operator to buy a major portion of the 
Government timber offered for sale. Some say small businesses are 
presently buying not less than 60 percent of all Government timber 
offerings. It would seem that 60 percent of public timber sold is a 
fair share for small business. 

The opportunity to purchase public stumpage in itself makes it pos- 
sible for small independent operators to remain in the industry and 
compete with larger operators. Federal policy has traditionally 
been, as far as practicable, to dispose of timber in small sales suited 
to small business. Some statistics show that the majority of public 
timber offerings are in amounts of 5 million board feet and under. 
In reality, the Government acts as a timber holding company—an in- 
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dividual with limited capital need only to invest in plant facilities. 
By virtue of Federal timber policies, a small downpayment will buy 
timber on which to operate his plant. Additional large amounts of 
capital are not needed to cover the purchase of adequate volumes of 
private timber and the attendant costs of ownership. 

As a result of this favorable climate, numerous individuals have 
established small, long-range businesses which today are the economic 
nucleus of hundreds of medium-sized communities and small com- 
munities. In the majority of cases, vital supplies of logs from Fed- 
eral timber stands are in relative balance. e situation is described 
as delicate; or you commonly hear “tight timber supply.” To arbi- 
trarily deprive even one such dependent operation of all, or part of 
its normal supply of logs in favor of another, causes serious economic 
dislocation within the surrounding community. 

A case to point this situation up, you will find in western Wasco 
County, the area in which our company operates. Our existence is en- 
tirely dependent on an adequate supply of logs from the east side 
working circle of the Mount Hood National Forest. Presently, the 
allowable cut for this working circle is computed at 48 million Sone 
feet. This supply of timber is supplemented with a lesser amount of 
logs from private and other Federal lands. This supply of logs can 
barely keep the three principal small lumber concerns operating on a 
12-month basis. Lumbering comprises in this area over 50 percent of 
the county’s economy. The three mills have a combined log capacity 
of only 60 million board feet a year. These mills constitute a log 
market for not less than 15 nak independent logging contractors. 
Virtually none of this timber moves outside of the county. Our com- 
pany accounts for approximately 50 percent of the production and 
payroll in this area. It is the only plant in the area designed to 
economically harvest and process all of the five principal commercial 
species currently being sold from the east side working circle of the 
Mount Hood Forest. By having such a plant adjacent to this working 
circle, the Forest Service has been able to do a good job of development 
and management. The other two plants in this area, one is a green 
fir mill and the other a pine mill. Only the pine mill with an annual 
production of about 9 million board feet can qualify for a small- 
business timber set-aside. To date, all three plants have managed to 
maintain year-around operations. This has had a tremendous stabiliz- 
ing effect on the adjacent communities. However, to place any por- 
tion of the national forest cut under a timber set-aside and thereby re- 
strict bidding would be a mistake. In effect, the Government would 
say which mill shall operate and which mill shall not. In this case, 
one-sixth—merely one-sixth of the area’s production and payroll 
could shut down, at least part time, five-sixths of the area’s production 
and payroll. This is a contradiction to our free enterprise system. 

Our plant site was selected because of the geography of our operat- 
ing area. We furnish the principal employment opportunity in a com- 
munity of only a few hundred people. On the other hand, our one 
competitor qualifying as small business is located in a city of 12,000 
population and is only a minor portion of the employment oppor- 
tunity. In addition, he has access to the Columbia River log market. 
We do not. Were this competitor to be regularly granted timber set- 
asides, our operation would be reduced to a seasonal basis. What 
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chance does our employee, say our pond man or our edgerman have of 
finding off-season employment? He either breaks up his family during 
the winter, leaving home to secure work, or moves his family to an- 
other community where he can find the same year-around employment 
he now enjoys. Were the timber situation so desperate that without 
timber set-asides, this same competitor would be forced to operate 
seasonally, his employees would have an ample opportunity for off- 
season employment in the community in which they live. In situa- 
tions such as this, how can timber set-asides be made equitable? It 
seems to me that someone—maybe the American public needs to de- 
cide whether it is best served by a stable industry or a transient in- 
dustry. Actually the real benefit which is derived from the disposal 
of Federal stumpage is the payrolls that are created. Who processes 
the public timber to create thease payrolls basically is a secondary 
consideration. 

Many small operators in the timber industry can use and even need 
more timber on which to operate. Timber set-asides, I say again, 
cannot generate more timber sales. Timber set-asides actually only 
attempt to treat a symptom, not correct a cause. Two measures can 
immediately be taken to make more public timber available for small 
business. First, the factors restricting bidding on timber sales and the 
requirements which preclude small business from an equal oppor- 
tunity to bid can be removed; secondly, increase the volume of public 
timber sold by intensifying timber-management practices in public 
forests. 

In 1955, the Joint Committee on Federal Timber found that full 
and effective competition among prospective purchasers of public 
timber could be sboentie affected lors (1) the size, timing, location, 
and length of sale; (2) financial requirements of sale; and (3) allo- 
cation of timber supply to selected companies. During the past 3 
years, Federal timber agencies have made real progress toward cor- 
recting these inequities. lt is unfortunate that this amendment to 
previous legislation was passed before the full benefit of these cor- 
rective measures is felt. 1 will cite one example from our area again: 
On the east side working circle from 1946 to 1953, timber was sold 
pretty much as needed by the industry in sales ranging from 7 to 36 
million board feet. By 1957, however, the Forest Service, even though 
it still maintained an excellent record of annually selling the allowable 
cut, had programed the timber sales and the sales were predominantly 
3 to 10 million feet. In 1957, the first appreciable number of sales 
under 500,000 board feet was made. In 1958, 30 more such small 
sales were made. In 1959, not less than 30 more are planned. Four- 
teen of these have already been sold. No large sale has been made 
during the past 6 years that tied up a major share of the annual allow- 
able cut from the working circle. As a result, the small operators 
have achieved a reasonable amount of economic stability. 

Forest inventories by working circles are absntutely essential for 
sound timber sale programing. The foresters must have current in- 
formation of natediehetdile timber volume, age and size classes, rate 
of growth, growth potential of the land, mortality as well as other 
related factors in order to calculate a maximum allowable cut. Until 
recently, many working circles had allowable cuts based on inven- 
tories made as far back as 1920. In most working circles, there is a 
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deplorable lack of growth data. It is no wonder that Federal agen- 
cies have been cautious in establishing allowable cuts. Both private 
and Federal foresters a that allowable cuts can be raised and 
should be. The Federal foresters however need up-to-date inventories 
in order to justify the harvesting of this additional timber. 

In 1954, the Forest Service completed a resurvey of timber stands 
in Wasco County. The results showed annual timber losses on na- 
tional forest lands alone amounting to 23 million board feet. This is 
48 percent of the annual allowable cut. Statistics in the recently 
published Timber Resource Review graphically point out that such 
mortality is not just a local problem but a national one as well. Under 
present standards, such natural losses are not computed in allowable 
cuts. Here is a real opportunity to increase volume of public timber 
sold annually and still not compromise sustained yield principles. 

Rather than administering timber set-asides, the Government should 
—— its money and efforts to accurate timber inventories for growth 
information and for an adequate program of much needed small sal- 
vage sales. In addition to these two measures, additional assistance 
can be given to small business by streamlining small sales procedures ; 
replacing the present dollar limit on small sales with a realistic volume 
limit; and putting commercial thinning on an operational basis in- 
stead of an experimental basis. The diligent practice of such meas- 
ures will not just aid small business, but will benefit the public in 
general and even the timber stands themselves. 

In our opinion, this timber set-aside legislation was enacted pre- 
maturely. No apparent attempt was made to objectively determine 
either the need or the consequences of such legislation. Continued 
efforts to put this law into effect will not put more public timber up 
for sale. It will, however, bring about certain undesirable conse- 

uences, first of which will disrupt the many communities that have 
ally achieved a relatively stable forest economy. Second, this legis- 
lation can only work to deter further progress by small business 
toward eventual processing of public timber into more profitable 
ultimate uses and a fuller utilization of now wasted wood. In this 
respect, the public will be the loser by virtue of receiving only nominal 
stumpage values for a portion of its timber in future years. This 
act thirdly will undermine and render less effective, the efforts being 
made by Federal timber agencies to sell more timber. Carefully 
—— management programs will be retarded and could even be 
isrupted. The additional time and fiscal demands inherent in 
putting a law into practice are already producing pressures on the 
timber agencies’ minimum staffs and budgets. Fourth, this act under- 
mines the leading role the Federal Government should be playing in 
national effort to improve forest management practices on all timber- 
lands throughout the country. And last and by no means least, we 
feel this law is class legislation, pure and simple. It is designed to 
assist one group at the expense of another. 

If reason was to prevail, this law should be repealed. However, to 
promptly put the provisions in the law—of this law into practice was 
not made mandatory by Congress. Consequently, until such a time 
as this law is repealed, there is no compelling need to put its pro- 
visions into effect. Federal timber agencies need and should be 
allowed ample time and opportunity to correct inequitable timber sale 
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practices, to bring the sale of public timber from all public timber- 
lands up to the full allowable cut—third, to put into full operation, 
an adequate sale program, designed to salvage annual timber losses 
caused by wind, fire, insects, and disease; and, fourth, to develop and 
make operational, a full scale program of commercial thinnings in 
stands of young sawtimber. 

In time, measures such as these will correct most situations of criti- 
cal timber supply. It is wishful thinking to expect a perfect system 
of timber allocation. In view of the current dilemma in agriculture, 
a person wonders whether timber set-asides are not just a prelude to 
preferential stumpage prices and eventual timber subsidies. 

I thank you. [Applause.] 

Mr. Hiexrs. Thank you very much for your comments, Mr. 
Thomas. I am told by the powers that be here that about the only 
place where we can get lunch is in the cafeteria in this building. 
In order to get in and get lunch, we should probably get there by 
about 11:30. So I will adjourn this meeting until promptly at 12: 30. 
The next representative on the list is a representative of the Covington 
Lumber Co. whom I will call. I would like to ask you, if you have 
not signed the attendance slip, to indicate your name and company. 
We would appreciate if you would do so and leave it as you go out of 
the room. Thank you very much, and we will convene at 12: 30 sharp. 

(Whereupon, at 11:30 a.m., an adjournment was taken for lunch; 
at 12:30 p.m., the hearing reconvened with the same parties hereto- 
fore mentioned being present. ) 


AFTERNOON SESSION 


Mr. Hrexins. May I have your attention, ladies and gentlemen, so 
we can resume the hearing? The next gentleman on our list is a 
representative of the Covington Lumber Co. 


STATEMENT OF HEREFORD T. FITCH, COVINGTON LUMBER C0., 
MINERSVILLE, CALIF. 


Mr. Firca. Mr. Chairman, my name is Hereford Fitch. I am a 
representative of the Covington Lumber Co. of Minersville, Calif., a 
little community up in the Trinity Alps country. Perhaps you Wash- 
ingtonians don’t know about the Trimity Alps, the last frontier. I 
might say at the outset, my home is in Seattle, so I will call you 
Okanogans’ attention to the little communities up Curlew way or 
Kettle Falls. Our problems at Trinity Center, at Trinity Alps, at 
Minersville, are about the same as in those mountainous areas. 

We are set-asiders down there, I might say at the outset, although I 
feel that this is a great privilege to be here today to get the other 
facets of the problem and to try from a perhaps judicial rather than 
an advocacy standpoint to determine who is right. The only answer 
I have up to this moment is that it all depends on which locality you 
are in. We still feel that we have our problems there that can only 
be answered by this long-overdue program rather than premature, as 
have been typified by other speakers from perhaps their standpoint. 
Our view of this program is that it will help our idea of a working 
circle. Perhaps to me who speaks from abysmal ignorance generally 
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on forestry problems, the explanation of an intracounty circle is the 
basis from which I speak. We have at Minersville the sawmill and 
certain limited timber holdings which seem to have kept us out of 
consideration in the past, because we were told that there was no 
need, we could cut those few million feet that we had available. 

We are turning away, ladies and gentlemen, orders that we can’t 
afford to turn away because we can’t cut long Douglas-fir timber from 
available sources. We are surrounded by them. Trinity County is 
about 73 percent Government owned re provides a very grave tax 
problem as a result, largely because of the few taxpayers—I mean, 
entirely because of the few taxpayers in the area; and as a result, we 
feel that any breakthrough into the Federal timber domain, who is 
the storekeeper of the product in our area, will help our particular 
community problem. We have gone into an area as of about 15 years 
ago, a little group from Seattle, went down with a Washington corpo- 
ration to California, went out in the woods and built this mill, most of 
it from unsawn timbers and as soon as 1950 rolled around, we were 
wiped out with a fire, so we have had both natural as well as economic 
interference with progress. 

But all we ask is that in this timber set-aside program as the gentle- 
man who spoke second before me, Mr. Crahane, we just want our 
share, and we propose to stand in line to get it. As to the people of 
the United States suffering, I think we need not overlook the possi- 
bility that we are sharing an umbrella at this point. The umbrella 
happens to be there by law, and we’re here today not to, as I see it, 
question the law; our problem is to better the rules and regulations be 
they not sufficient to cover the various situations in the localities. Our 
local problem is to break the program loose so that we can participate. 
We have known of one in the genera] north central California area 
who has had set-asiders and there may be others, but we feel that the 
program is long overdue. 

I don’t know from whence the situation arising from oral bidding 
comes, but we would like to throw into the question box, the whys 
and wherefores of oral bidding, because we believe that in our par- 
ticular situation, it has been rather—I won’t say disastrous—but I 

am not here, as I say, to do more than question the matter of injecting 
other than written bids. We feel that the written bidding system 
might well stand further scrutiny as the exclusive method other than 
under certain very restricted rules and regulations. We feel that 
it might prevent certain maneuvering that is harmful to the industry 
and the expansion of this program. It represents sometimes to us the 
carrying on of some of the inequities of the old system and prevents 
this working circle idea being perfected. We have gone a little bit 
beyond our immediate working circle because we tried to get some sort 
of a year-round operation by a remanufacturing plant down at An- 
derson, but Anderson, Calif., has certain requirements with respect 
to machinery and equipment and personnel that precludes future oper- 
ation unless we can get a sustained stumpage yield. If we could go 
out—I suppose this is the ideal situation—but if we had certain trees 
marked out in that timber preserve surrounding our upper mill at 
Minersville and could take the tall Douglas-firs so that we could ac- 
cept those long orders that we had been turning down, who is harmed 
after all? What if say they need cutting? It’s selective logging. 
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It’s forest management in the ultimate analysis, which to our minds 
is superior to some, perhaps, hundred-year yield programs that are 
the ideal of the great corporations. 

I stand here with my other hat on today, because I also do work 
for those with more than 100 employees and just a word about an 
arbitrary figure such as that. Today is a good day to get all ideas on 
the subject, but it is our thought that 100 is ideal for us. We range 
from 45 to 80, depending upon what our immediate situation is, 
both at the Covington Manufacturing Co. at Anderson and at the 
Covington Lumber Co. up in the mountains. So 80 is the aggregate 
and typifies to us the ideal under this Small Business Administration 
ont aile program. 

As to collusion, I believe some mention was made in one of the morn- 
ing talks and I am prone to throw into the arena here the definition 
of the word “affiliate.” If in the tracts that you have had passed 
out to you, you will refer to the definition section, affiliate is pretty 
well defined in there and may cover any manner of the collusive ob- 
jections or abuses of the system, or those that may come up. There 
is a better definition perhaps in the Securities and Exchange Act, 
which simply to a layman might well be remembered as anybody 
controlling, controlled by or in common control with the company, 
and it’s all encompassing. You just can’t get away with it between 
the SEC and perhaps the antitrust laws. There is every bit of pro- 
tection in this act as I see it, in the ultimate, with the General Ac- 
counting Office and the Comptroller General standing there behind 
a group of decisions that never end as far as protecting the public 
is concerned. 

I would like to have you hear from Mr. Covington briefly because 
whereas I am just trying to help out, he has been in the logging busi- 
ness since—well, for the past 60 years, first in Arkansas, then in 
Washington, and now northern California. Mr. Covington, would 
you come forward ? 

I will see if I can’t wind this up while he is getting here. On No- 
vember 19, 1955, he wrote a long three-pager to the Joint Committee 
on Federal Timber, which typifies the very sentiments that I have 
sought to express, and I will leave the file for him at this point. 


STATEMENT OF G. L. COVINGTON, PRESIDENT, COVINGTON LUMBER 
CO., LEWISTON, CALIF. 


Mr. Covineton. Mr. Chairman, I don’t know that I can say any- 
thing much to add or detract from what’s been said here today. Hav- 
ing spent a lifetime in timber and timber operations, I feel that I am a 
Et of it. So we all make mistakes in business, perhaps. One of the 

iegest mistakes we make is not trying sincerely to get along with our 
ow 


fe man, our fellow competitor. ‘That’s what I found in all my 
years of experience in business, so I don’t mean now, in relating myself 
to this set-aside timber act, that we should be subsidized—the small 
operator, a small outfit. Every legitimate business in this United 
States has its place, that we settle there and we get along with our 
fellow man, with one another. In other words, why, why should I ask 
my Government to subsidize my company, my operation, and leave 
someone else, when there is enough of timber to supply practically all 
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of the existing operators in this United States that’s federally owned, 
if we handle it right and have it divided right. 

Now, when it comes to competitive bidding on Forest Service tim- 
ber, I have always believed in the sealed-bid system. Oral bidding has 
its likes and dislikes and abuses as well as the sealed bids, but I believe 
that the one solution to an existing operator in a certain community 
would be the sealed bid. If he finds on compiling his bid and sub- 
mitting it he might have an advantage on harvesting the timber under 
the Forest Service practice, taking it into his mill; and perhaps he 
would bid more than his competitor from the outside on this sealed 
bid. But when we get into oral bidding, why, somebody gets hurt. 
Usually they go up so high on the bids in order to get the timber and 
leave somebody else out, and no one makes any money out of that par- 
ticular bid. And I don’t believe that our Federal Government is in- 
clined to or the handlers of our Federal systems—I don’t believe that 
they care to lend themselves to oa yrmycne causes and then the regular 
operator, whether he is big or small, to get all excited and lose a lot of 
money, and I fully believe that the old system of sealed bidding—of 
sealed bids being final—that the people, the Government, the Forest 
Service Department would eventually come out and make just as much 
or perhaps more money out of the old sealed bidding system as the 
oral bids. 

The whole thing revolves itself down, in the final analysis, to the 
Forest Service management, and I don’t believe there is a timber 
operator or a logger or a lumber and sawmill man but what’s in favor 
of a good Forest Service management practice. I was operating 
some years ago in the State of Washington, in the Chehalis country, 
and I had occasion to meet with the Timber Committee of the State 
of Washington, the legislative branch, and it was my theory then that 
we were making a great mistake by destroying all the forests at the 
time we were logging with a big head on for logging. If we’d have 
used a little more judgment and more caution, we’d have had a good 
Forest Service management at that time, why, none of us would 
have to worry about where we were going to get stumpage for our 
mill next year. 

So I think that the proposed legislation, this act that has been 

assed, if it could be put into operation and properly controlled and 
nandled by the Government authorities, I don’t see much chance for 
collusion on the part of the operators or the public, and I think it would 
eventually work out for the better in the timber areas. It would 
sustain many communities that otherwise will have to go out of exist- 
ence. Now, what we are going to do with the small communities or 
the small—the workmen that work the small companies, smaller op- 
erations, the small business, if they all go out of business, why, that 
is another problem that we will have on our hands. 

I believe that’s all I have to say, and thank you very much. 

Mr. Hiexins. Thank you, Mr. Covington. I believe these are 
ne The next gentleman on the list is Mr. Elvin B. Haslett. Is 

. Haslett here? 
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STATEMENT OF ELTON B. HASLETT, COQUILLE VALLEY LUMBER 
CO., ASTORIA, CALIF. 


Mr. Hasuerr. Mr. Chairman, ladies and gentlemen, I would like 
at this time to state my name and ask for a correction as it appears 
on this folder. 

Mr. Hiexrys, We will get it in the record correctly. 

Mr. Hastetr. My name is Elton B. Haslett of Coquille Valley 
Lumber Co., located in the heart of the Siuslaw National Forest, back 
in the sticks, so to say, which is a young Douglas-fir-producing forest, 
oh, approximately ninety to a hundred years old. Ours is a small, 
we feel efficient, operation. I say “small” not by the standards set 
by the SBA to determine the eligibility of an operator to participate 
in the set-aside timber. But we still feel we are small—a small or- 
ganization. We employ altogether in our various plants about 350 
people, and in our operation in the Siuslaw National Forest about 
140, where our principal product manufactured is veneer and studs. 
Wevharvest from that area Forest Service timber. We are entirely 
dependent upon Forest Service timber. We entered that area about 
8 years ago. We had then about 40 million feet of privately owned 
timber and this young forest then was not being harvested, or the 
timber wasn’t being utilized to any great extent. It was not devel- 
oped. It certainly isn’t developed today. That’s one of the bad 
features of the selling of timber. The road systems are built and 
maintained by timber sales, by operators, and that leads me to another 
thought here. Someone earlier in the day suggested that the timber 
sales be—the set-aside sales be a million feet or less or a little more, 
but what good would the small set-aside sales be if the operator could 
not—and that was in his opinion at that time—could not develop the 
area, 

Now, as I say again—I would like to reiterate—we feel that we 
are small, a small company. There are two large companies in 
competition with us in this area, and, as one gentleman suggested 
a little earlier, that you can probably count the large companies on 
the fingers of your two hands, but I think you could probably use 
one—maybe not all of them either, when you go into the large com- 
panies. We feel that the standards to determine the eligibility of 
an operator to participate in a set-aside sale are completely unrealistic 
and unsound. What Washington may think is sound for Wisconsin 
or Minnesota or Georgia or North Carolina, other timber-producing 
areas may not be rigidly applied to the Douglas-fir region. Stand- 
ards of eligibility should be more flexible and designed to meet our 
different economic conditions and methods of operation in the various 
timber-producing areas. We feel that we are quite a lot differently 
situated here in the Douglas-fir-producing areas. 

We located in this particular area some 8 years ago, in the heart 
of the Siuslaw National Forest. We had a small circular sawmill 
which we felt was inefficient. If we wanted to live, to be competitive 
and meet the competition of other people in the area, then we had 
to do something about it. We had to either cut out our privately 
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owned timber and quit or we had to build a more efficient plant to 
more completely utilize the tree and to do a better job. We feel at 
the present time—there was something spoken about not being able 
to compete—the small man was not able to compete with the large 
operator. On the contrary, I believe that to be untrue. I think that 
we, in our operation today—we are not running our small circular 
saw—haven’t operated it for 5 years now. We went into the pro- 
duction of veneer, which the oldtimers in the plywood business told 
us we couldn’t do and we didn’t know—we were absolutely green on 
it—we didn’t know that it couldn’t be done, but we’re still there doing 
it—still there doing it anyway, something that couldn’t be done. We 
had not known it couldn’t be done, but it was ey never tried. 
But we are, we are peeling 90- to 100-year-old Douglas fir, and if we 
hadn’t been doing that or hadn’t done that, I am quite sure that I 
wouldn’t be here talking to you today. I feel that we would have 
been—wouldn’t have been competitive and we would have been out 
of business. And I feel that any time that our national forests are 
offered in another manner than free, competitive bidding and buying 
on an oral auction bid method, that we are just as surely as I am 
standing here, in my opinion, subsidizing someone, and I think that 
our Government today has certainly gone about, in my opinion, a 
little too far in subsidizing; and we certainly—our company does 
not want any subsidies. We feel that if we’d have stayed in the 
circular sawmill business and been of the opinion that we were not 
going to stay competitive, then perhaps we would like the shelter 
of this umbrella—probably would—probably be asking for it, be- 
cause we'd be working under those—that would be our plan—that 
would be our way of Slag business. And we feel that if we were, 
anyone placed under this umbrella, that the Government is going to 
have something to say about it; and any time, fellows—this isn’t just 
my idea, it’s history—any time that the Government has anythin 
to say about your business, you are not running it any longer. An 
any time they subsidize you, they are going to have something to 
say about your business. 

Now, subsidies or handouts from the Federal Government are not 
needed, nor do we like them. Historically and traditionally, Govern- 
ment subsidies lead to Government control over free, competitive 
American business. Our business is to stay strong and vigorous, must 
be kept free from any extension of Federal control. We believe that 
the set-aside program will lead inevitably to Government allocation 
of Federal timber. We don’t see how in the world in any other way 
they are going todo it. No one in this industry wants this to happen. 
We feel—now, I feel right now—I was listening to Mr. Covington, I 
think that’s his name—the fellow that just preceded me—that perhaps 
this Government set-aside was just made to order for him. He has 80 
men working in a plant and he has—he’s in national forest timber, 
and either it was made to order for him or he made his operation to 
order for it. I don’t know, but I don’t believe in it, gentlemen. I 
just don’t believe in that type of selling our resources, I believe in 
free enterprise—I believe in the individual, the company, to get out 
and dig and make his operation work—be competitive. We're com- 
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petitive with the big company—don’t think for a minute we’re not— 
on an even basis, buying om om from the Federal Government. We 
can compete with the biggest company in the United States, produc- 
tionwise—in economic production. We can’t, however, if that com- 
pany chooses to use some of his very cheap stumpage to run the price 
of the timber up, then we certainly can’t compete with him, but dollar 
for dollar or a cost analysis, we can compete with any of them. We 
haven’t stood still to do that. We've had to, gentlemen, run like hell 
to do it. We didn’t sit back on our haunches, and we don’t believe 
that the fellow who did sit back on his haunches should be given any 
special privileges in the purchase of national forest resources today. 

e figure he should get out and work for it. That’s the way this 
country was built—it was built on those principles of free enterprise, 
not giving something away. And when we get to that point where we 
have got to give something away to keep somebody alive who is not 
competitive, then I think we are slipping backwards. 

I would like to say one more thing about the SBA and the small 
set-aside program. I think, however, at the present time, that it isn’t 
needed. As has been said here before, 50 percent of the timber sold 
has gone to companies of less than 100 employees. Now, gentlemen, 
they're getting their share. As I say, our company has, in this imme- 
diate vicinity, in the forest, 140 employees. e utilize or use about 
25 million feet of timber per year. Now, I have a friend and neighbor 
who is in the sawmill business. He has a very good sawmill. He has 
an efficient operation, runs a good business—he’s competitive, who 
uses approximately 25 million feet a year, who employs only a hun- 
dred men—who employs only a hundred men. He’s eligible to bid on 
a hundred percent of the timber offered for sale. I meet the require- 
ments to bid only on a portion of it. Is that free? Is that fair? Is 
that free enterprise? No; Ithink not. But I think the set-aside pro- 
pm should be kept in reserve—I think it should be given a lot of care- 

consideration and study for use if and when any of the giants, and 
they haven’t—they haven’t, gentlemen, right today, in any cases that 
I know of, been trying to kill anybody off, run anybody out of busi- 
ness. I think if anybody is running anybody out of business, it’s the 
operator who doesn’t get in there and dig, who lets his operation just 
go to pot and wants somebody to help him out, and there is more and 
more of that doing all the time here in our country, and we’re going 
to go backwards, in my opinion, if we keep on doing it. But I think 
it should be kept in reserve for use when the giants in the industry 
ever attempt to run a small or medium-sized independent operator 
out of business. 

That’s about all I have to say. I didn’t have any prepared talk. 
I had a few notes and thank you very much for the opportunity to 
appear. 

Mr. Hiexins. Thank you, sir, very much. Next is Mr. Roy C. 
Swanson. Is Mr. Swanson here? 

(No response. ) 

Mr. Swanson does not appear to be present. Next is Mr—I may 
pronounce this name wrong, because it is written down here in pen 
and ink—Mr. Gerhart Bendix? _Is he here? 
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STATEMENT OF GERHART BENDIX, SECRETARY, HI-RIDGE 
LUMBER CO., MONTAGUE, CALIF. 


Mr. Benprx. Ladies and gentlemen, my name is Gerhart Bendix. 
I am the secretary of the Hi-Ridge Lumber Co., who operate a plan- 
ing mill at Montague, Calif., and a sawmill at Seiad Valley, Calif. 

The total number of our employees is under 60 so we fall well 
within the limit of the presently set up regulation. We depend on 
our log supply entirely on the Klamath National Forest which lies 
within California. As set up at present, in our opinion, the set- 
aside sales program is certainly not of the intended help to an opera- 
tor in our position or location and these are our reasons: 

Our plant is located in an area of extreme competitive pressure. 
For each and every timber sale offered by the Federal Forest Service, 
the provision under which set-aside sales are sold by sealed bids only, 
would force an operator to bid far in excess of the appraised price 
as appraised by the U.S. Forest Service if he should wish to secure 
the sale for his operation and we want to protest the provision under 
which set-asides are held by sealed bids only and we request that if 
such sales are held in the future, they should be held by oral auction 
only. 

ce our immediate area, within that national forest, three set-aside 
sales for a total of 90 million board feet have been held recently, 
which in our opinion is a far greater percentage than we thought was 
justified. As currently ices there is nothing in the set- 
aside program to effectively protect the small operator should a big 
business really wish to get ahold of that set-aside tract. I don’t 
know if you gentlemen are all acquainted with the bidder’s form 
but on that bidder’s statement under paragraph 2, subparagraph 2, 
it says: 

Any concern which submits bids or offers for the purchase of Government- 
owned timber in its own name but which proposes to resell such timber in the 
form of logs, bolts, pulpwood, or similar products is a small business concern 
only when it is a small business concern as defined in 1A through 1B and in 
the case of Government sales reserved for or involving the preferential treat- 
ment of small businesses, such purchase is not financed by or through a busi- 
ness which is not a small business concern as defined above. 

That goes quite far, to be sure. However, as written up at the 
present time, there is a necessity of a certification as to finance, but 
there really is nothing to prevent big business, if they were so inclined, 
to offer a slightly higher price for the products of the set-aside tract. 
Knowledge of such higher offer would enable a reseller to bid a higher 
price without any need of the expressly forbidden financing and there 
are lots of independent logging operators who certainly wouldn’t need 
any financing and would definitely be eligible to bid. 

We further believe that the number of employees specified as a 
hundred or under is not realistic out here on the west coast, because 
there are many operators—some who saw considerably less than we 
do, who might for some reasons have over a hundred employees. May- 
be they perform some other operations which we do not. In our 
opinion, the limit of a hundred is unrealistic. 

We respectfully submit that as a small operator, we were able to 
secure needed timber prior to the enactment of the set-aside program. 
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For reasons as stated previoisly, we are concerned that the set-asides 
will disrupt the normal pattern prevailing in our area and may well 
result in closure of our late To elaborate a little bit on the number 
of set-asides—unlike dena, and Washington, the Forest Service, 
region 5 in California, has proceeded on a far larger scale to hold 
set-aside sales. Personally, I am only familiar with the Klamath 
National Forest whose headquarters are at Yreka, Calif. They had 
announced—the Klamath National Forest had anonunced to hold sales 
of an approximate total volume of 76 million feet of timber prior to 
the end of this fiscal year. Of the scheduled 76 million feet, 30 mil- 
lion feet were sold on set-asides and that is approximately 40 percent. 
This schedule of set-asides to the best of our knowledge, was not 
requested by any of the operators within the area. Quite to the con- 
trary, we, ourselves, as well as some other operators, tried to stop, 
unsuccessfully, however, the holding of so many set-asides. 

In closing, I would like to reiterate that our company falls well 
within the limit of the Small Business Act. While we do so, it is 
our belief that we were able to compete for timber before the enact- 
ment of this law, that we see very grave dangers to our survival if the 
— as administered to date will be continued or will remain in 

orce and we are not afraid to compete with anybody when it comes 
to the time of the timber sale, but whenever the normal pattern that 
has been in effect in an area is disrupted, we see grave dangers to our 
continued existence. 

Thank you very much. 

Mr. Hipexins. Thank you, Mr. Bendix. The next gentleman is Mr. 


Don Murphy. Is Mr. Murphy here ? 
Mr. Mourrny. Could I speak tomorrow ? 
.Mr. Hiexins. Pardon? 
Mr. Murruy. Could I speak tomorrow ? 
Mr. Hipxrins. Yes. Next is Mr. George Craig. Is Mr. Craig here? 


STATEMENT OF GEORGE CRAIG, SECRETARY-MANAGER, WESTERN 
LUMBER MANUFACTURERS, INC., SAN FRANCISCO, CALIF. 


Mr. Crate. Mr. Chairman, I am George Craig, secretary-manager 
of Western Lumber Manufacturers of San Francisco. Western Lum- 
ber Manufacturers, Inc. is an association of sawmill operators who 
purchase public timber. More than one-third of our membership is 
qualifies as small business under the present timber set-aside program. 

Since the Small Business Act of 1958 became law, we have made 
every effort we could to become familiar with the program and to 
keep our membership informed. We especially appreciate the fine 
cooperation given us by tee of the agency directly con- 
cerned with the program. Mr. Turkington, Mr. Potter, Mr. Karilla, 
of the San Francisco Office of Small Business Administration, and 
Mr. Connaughton and Mr. Payne of the California region of the U.S. 
Forest Service as well as local 4 supervisors, have been most helpful 
in keeping us advised of developments in the program as it progressed. 
All of the gentlemen named and Mr. Lemp of the Washington, D.C., 
office of SBA, met. with several members of Western Lumber Manufac- 
turers, Inc., on July 1, for an informal review of the program. A 
rather detailed report of that meeting, copies of various SBA leaflets 
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and a dozen of our memorandums relating to the program, including a 
brief of Public Law 85-536 and a notice of this hearing, have been 
sent to our members. 

The officials in California have been more active in carrying out the 
program than have officials in any other part of the Nation. Out of 
an annual sales program of about 125 sales, involving about 1,250 mil- 
lion board feet, 33 sales, totaling 245 million feet are planned as set- 
aside sales. Some of these set-asides have been sold. 

With the benefit of this experience, the receipt of all available infor- 
mation through our association, and the opportunity to question offi- 
cials about the program, the members of Western Lumber Manufac- 
turers, Inc., are especially well-qualified to evaluate the potential good 
of the program. A canvass was made of the members’ view late in 
June. After a thorough review of the results of the canvass and other 
information on the program, on August 8, the officers and directors 
of Western Lumber Manufacturers, Inc., directed me to ask for the 
unanimous agreement of our members to a statement regarding this 
program. Thestatement was mailed August 10. 

Here is the statement to which the membership of Western Lumber 
Manufacturers, Inc., have given unanimous agreement: 


Replies to our recent survey of members’ views on the set-aside program indi- 
eated dissatisfaction. Many qualified as small business have objected to the 
program. Recommendations as to the size, limit, range from 50 to 500 employees 
and six different figures were given, with no strong vote for any one number. 
There also were recommendations as to other measures of size, such as volume 
of cut be used. We have had the suggestion that set asides be only for small 
mills and that logging companies should not be eligible. Another suggestion 
is that the logs from set-asides should go only to small business. 

Officials have pointed out that the law was not designed for small sawmills 
but for small business, which includes loggers. It would be difficult to attempt 
to restrict the set-aside timber entirely to small business from stump to cus- 
tomer, because small loggers sell some logs to large mills. Small mills sell green 
lumber to large firms for seasoning and surfacing. Some small mills sell chips 
to large firms. Some small mills sell lumber through wholesalers or retailer— 
retail distributors who may not be qualified as small business. Thus, the only 
practical level of restriction appears to be on the size of the purchaser of Gov- 
ernment timber at the stump and not further along the processing and selling 
line. If this is so, then large mills can buy logs from small loggers and there 
is no extended advantage for small mill operators in the set-aside program. The 
only results might be that there would be an increase in the number of contract 
loggers and eventual increase in competition for existing small loggers and small 
mill operators. Hven if small loggers were eliminated from the set-aside pro- 
gram, the small mill operator would not necessarily have an advantage in the 
public timber market. 

If there probably is only one small operator interested in public timber in a 
particular area, no set-aside will be offered, no matter how much competition 
there may be from large business. Public timber will not be allotted in this 
fashion to small business, officials say. There can be no general acceptable size 
limitation to qualify small businesses. Every dividing line will include some 
and exclude others. The others will not be satisfied. “Small” is not a specific 
term. To some, “small” means firms with a minimum of personnel, equip- 
ment, and capital. To most, “small” means the size of their operation. A small 
operator in one part of the country would be large in another section and 
justice will be done wherever the line is drawn. 

There does seem to be one area of agreement regarding a part of this set- 
aside program. It has to do with form of bidding. The operators prefer 
oral auction rather than sealed bidding as now required in the set-aside pro- 
gram, if the competition is only among small business firms. If a large busi- 
ness through a small logger might attempt to freeze out competitive bidding 
through oral auction, then sealed bids would be preferred. Otherwise, the small 
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operators wish to meet their competition in open bidding, so that they are not 
forced to bid away any profit opportunity just to assure themselves of timber 
through sealed bidding. 

Therefore, WLM reaffirms its previously stated position, that Forest Service 
policy on form of bidding should continue to be flexible so that practices may be 
suited to local conditions. Among those operators dependent on Government 
timber, both small firms and large firms could be helped by other Govern- 
ment action than the set-aside program. (1) More timber could be and should 

be sold from the public forests. (2) More access roads should be built. (3) 
Timber appraisals should include sufficient opportunity for profit to attract in- 
vestment capital needed to facilitate—pardon me—to attract investment 
needed—investment capital needed for facilities that will mean improved utiliza- 
tion, for sales should be of sufficient size and term to permit operators to plan 
at least 2 years ahead. (5) There should be continued flexibility in form of 
bidding so that freezeout attempts are forestalled, but unnecessary reductions 
in profit opportunity are eliminated. 


With these factors in mind, WLM concludes that the timber set-aside program 
is not helpful to small business. We ask that it be eliminated and that the other 
steps listed above be taken as soon as possible. One member has suggested that 
in addition to the five items mentioned, small businesses can often be indirectly 
helped with no cost or loss to the Government by planning certain sales with 
particular attention to size of sale, timing of sale, location of sale, and general 
character of sale as would particularly aid the local small businesses in the 
particular area. 

Thank you for the ees to present these recommendations. 

Mr. Hiexins. Thank you,sir. I am advised that the gentleman who 
was listed first on our program would now like to be heard. If he’s 
here—Mr. Stan Sherwood ? 


STATEMENT OF STAN SHERWOOD, PRESIDENT, SHERWOOD FOREST 
PRODUCTS, BROADBENT, OREG. 


Mr. SHerwoop. Mr. Chairman, I am Stan Sherwood and I am presi- 
dent of Sherwood Forest Products, located at Broadbent, Oreg. We 
employ approximately 70 people and we consider that we are a small 
business. e operate a green veneer plant and we have been con- 
nected with the veneer and plywood business for a good many years. 
We think we are efficient. 

At the same time, we find ourselves in a very competitive timber 
market and we don’t think that we are going to be able to exist and 
continue on our operation indefinitely unless we have some kind of 
help from this timber set-aside program. We don’t think that big 
companies are any more efficient than our small companies. We oper- 
ate both an 8-foot lathe and a 4-foot lathe and a stud mill and we 
get most of the good out of that log when it comes through, and we use 
practically everything. We are in a very competitive timber market— 

rhaps there isn’t going to be enough timber to go around, but the 

arge companies, and there’s three very large companies in our area, 
have a definite advantage in bidding on Tovaiaend timber. The 
private timber in our area is largely in the hands of the very large 
operators. There is little or no opportunity for we as a small operator 
to obtain timber unless it is from the Government stands. In our area, 
the Government agencies put up many sales and they vary in size 
from a few hundred thousand feet to 25 to 30 million feet for sale. 
Historically, the large companies—large operators—confine themselves 
to the larger sales and the small tracts were generally left to the small 
operators such as ourselves. 
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Now, that’s no longer true. Of late, the large companies are bidding 
on the small sales just as much as they bid on the big sales. They are 
in a position to force we, as a small operator, completely out of busi- 
ness. We haven’t been forced out yet—we may not be, but the climate 
is certainly there and when that situation exists, we consider that our 
investment is in a very precarious position and that the livelihoods of 
the 70 people that work for us who live in that area, their home, is 
in jeopardy. 

Now, the advantages of the large companies in bidding on these 
Government tracts are many, and I think most everyone in the room 
here is familiar with them. It’s certain that they exist and they are 
recognized by the very fact that the Small Business Act was amended to 
give some relief from that advantage that the big companies had 
over the small companies. Nothing is ever going to work perfectly 
when you start it. I don’t suppose this is. ay e 10 years from now 
it won’t be working perfectly and it’s going to be impossible to please 
everybody, but you have got to start something, some time, some way, 
and work it out and perhaps improve it as you go along. 

We feel that the practice of timber set-asides should get started 
on a regular basis in Oregon and promptly. If much more delay is 
encountered, it will be too late for a good many small operators. We 
have heard other people talk today who I think must be in a rather 
favored position. I am sure that they wouldn’t feel that way if they 
were in our position. Maybe there isn’t the competition in their areas, 
but I know we, and many other small operators in our area are in a 
very dangerous place and I question whether we can keep going 
unless we have this timber set aside. And if too much perfection is 
sought at the start of this, it is never going to get started. I think 
it should go ahead and get going just as quick as it possibly can. 

Now, we feel that ample thought and consideration was given in 
setting the number at 100. That covers, by and large, the greater num- 
ber of sawmill operators, small timber operators in the'State of Ore- 
gon, and whenever you get over a hundred people in the timber in- 
dustry, it’s a pretty good sized company; and a pretty good sized 
company has certain advantages of its own that it could use in bidding 
on Government timber and they use it. 

We favor oral bidding over sealed bidding. The thought was 
brought up that perhaps the timber from these set-aside tracts could 
be directed through small business concerns and we don’t think that 
that is too impractical or too cumbersome to work out. Certainly 
some of the end product is going to go to other manufacturers who 
are not small business, but it—if the first processing or the first 
handling is done as a small business operation, the value of the act 
has been lived up to and has proved its worth right there because that 
small business is still in business and it wouldn’t have been otherwise. 
We think that the figure should be left at 100 and we think that the 
program should get going right away and not next year, because some 
of us might not be here to see it at that time. 

Thank you. [Applause.] 

Mr. Hiexrns. Thank you, sir. That completes the list of the people 
who had previously applied to us to speak. Are there any others here 
who at this time would like to be heard? If you will, be sure to iden- 
tify aes at the outset so that the reporter can get it into the 
record. 
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STATEMENT OF AXEL LUND, REPRESENTING WEST COAST VENEER 
CO. AND LUND MANUFACTURING CO., BOTH OF CRESCENT CITY, 
CALIF. 


Mr. Lunp. My name is Axel Lund, representing West Coast Veneer 
Co., at Crescent City, and also Lund Manufacturing Co., at the same 


city. 

Ladies and gentlemen, Messrs. Hipkins and Mason—Mr. Horning is 
not present—I mentioned I was representing two companies, which of 
course makes it questionable for me to be eligible under the set-aside 
arrangement. We have some odd 40 employees in West Coast Veneer; 
we have perhaps 75 to a hundred in the Lund Plywood. Now these 
two companies are completely two different incorporations under 
California law. We keep different books, bank accounts, payroll 
accounts—but myself and the family own and control both of these 
companies and there will be a question, “Are you eligible or are you 
not?” Right now I feel that I have possibly a 50-50, if I fight hard 
enough, chance to get in here, but there is a lot of question there. Now, 
we talk about so many men and you are eligible. Why don’t you say, 
“You have so much of a bank account or so much of a finance record 
to show for yourself”? A plant under 50 men—a hundred men—be- 
tween 50 and a hundred men normally has a capital investment of 
about $75,000 more or less. A company might be forced even to cur- 
tail the men to be eligible under this here act. I am thinking now of 
maybe cutting it down to 99 men or 95 men—maybe if I hold it there 
a year, I probably can be eligible. 

I have also a few million feet of timber that I worked very hard to 
get, because I felt the factory—the machinery I have is of very little 
value without some backing. I mean timber, in some timber holdings 
and some land I own. Now, if they come there and say that I have 
so many million feet of timber—disqualified. Why should I be dis- 
qualified because I have worked so hard to try to protect my little 
company, a little machinery and factory, because I have a few million 
feet of timber I don’t have to cut at the moment? I got stockholders— 
if I only had the plant there I could jeopardize them. If I have tim- 
ae told me the other day if you have timber it’s the same 
as money in the bank. I believe it. I got to protect the stockholders 
and I got to protect the investment I have there. 

Now, under this act, I understand that if you have 5 or 6 or 10 million 
feet of timber, you’re out. What are we going to do about this won- 
derful program we have on hand here? I can see no solution myself 
at the moment. I have some suggestions I would like to recommend. 

In the first place, I believe all the timber sales should be open to 
everybody. But there is a way out of it. The foresters, the land 
management, should provide roads and bridges where they are needed 
right into the timber. Cut it up to small sizes, so that a small logger 
that is small but is active and good people might like to buy a million 
feet. He could go out and buy a million feet and the big operator will 
say, “Well, let him have it.” They are not that greedy—they want it 
all—they want a big chunk—30 million, 40 million, 50 million feet, and 
the little fellows can’t buy it. Maybe some of the big and little fel- 
lows could buy 4 or 5 million feet and be happy. 

Therefore, I would say, let them build roads into the forests—cut it 
up into chunks, let the people in there that have business there—the 
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men who would like to buy 2 million feet—how many would like to 
buy 2 million feet of timber up on so and so road? I'll bet you will 
have 15 applications in no time. Let the Forest work it out. I think 
it is a solution there. We’re not stuck but this act is better than 
none, but I think we ought to start at some point. We should ask 
the Administration to furnish roads and then cut it up into small 
enough pieces. It seems to be the biggest problem for the little fellow 
is that it is too big, we can’t go in there and bid on it. Fifty million 
feet? Heck, we haven’t got that much money to put down. Wecan’t 
build these roads. What’s the difference whether the Government 
builds the road or you would build it? Itmay cost them a few dollars 
more, but it’s a solution. In many cases, thas ean build a road— 
they don’t have to build every spur—they can build the main road 
and you would be very glad to build a quarter of a mile road into even 
a million feet of timber. 

Ranger sale I would encourage very strongly. Ranger sales range 
from a thousand to 2,000 which the ranger himself has the power to 
sell to individuals. Last year, I bought five small ranger sales—very 

rofitable. I cleaned up a lot of land that otherwise wouldn’t have 
es touched ; 25, 30, 40 million—or 40,000 feet in some pieces—a little 
more in others—but I cleaned up the snags and I cleaned up the wind- 
falls and I cleaned up a few bad trees and some logs that was left that 
when they logged there 10 years ago didn't even look at. It was very 
profitable for me. I had small loggers—yes, a small syppo logger 
to go in there—they say that if I only have 40,000, they wi happy 
to go in there with a small “cat” oa whatever they have—you make 
money. 

Dr cancenenes is to get roads into the timber and cut it up to 
small sales. If the big ones want to buy it, let them buy it, but you 
have a chance to bid on it if it’s a small enough sale so you can buy 
on it. 

Our neighbor, which is not very far from us, Agnew (phonetic), 
in Brookings-Gold Beach area, owns, I don’t know, hundreds of mil- 
lions of feet of timber. He has started a program. He goes into his 
timber, he builds roads practically throug all the timber—he goes in 
and takes all the windfalls, all the snags, all bad trees and you would 
be surprised how much timber he takes out of the land and after he 
gets through there, the timber itself actually is worth more money 
than before he went in there because there’s roads. If you have fire 
in there, you have a road to get in there to put it out. Why doesn’t 
the Government allow the small operator to go in there and clean up 
the ground, including the forest as well as the park system. The 
Park says we can’t touch this and that’s windfall—“Goodness, it’s 
just beautiful—it’s nature.” [Laughter.] My foot. The best kind 
of a logger with a cork shoe can’t get through there. How could the 
public get through there? Waste! Sure, it’s waste. 

I am not talking about just a little patch now, I am talking about 
billions of feet of timber and I am talking about cleanup and not 
touch the good timber hardly at all—just where the road goes 
through and we would all benefit by it. If this here act is going 
to count us by the heads, I want to see them check it by the inven- 
tory and the finance statement you have, because this number of 
men is a very poor measuring stick to my idea of determining 
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whether you are eligible or not to buy. It would be the same as the 
old-age assistance program we have here, if you are really down and 
out, they will give it to you; if you are worse off than that, why, they 
give you another extra $10amonth. [Laughter.] 

I am not going to take up much time. I just want to say my little 
piece, but I am glad that something is done. Of course, in our area, 
it has been very difficult to put anything up for sale. We have lots 
of timber but we sell so little of it that it’s just a pitiful cry when it’s 
a little up there that they bid it up to the point if you get it you got to 
be a very shrewd operator to come out on it. In fact, if you haven’t 
got no money in the bank when you start, you are liable to come out 

roke, and that’s a pity. When an operator has to try to find em- 
ployment for the community and strives and works and builds up a 
factory, then you have to go out in the forest and overbid the other 
guy to the point where you are just—if the market stays where it was 
today, it’s a good market, you would probably come out. If it drops, 
you are out of business. We got to have a little profit if this business 
istogo. AndIthank youboth. [Applause.] 

Mr. Hirexins. Thank you, Mr. Lund. There is one gentleman who 
asked me to add him to the list the first thing this morning and I 
forgot to call hisname. Mr. Neal Brown [phonetic], is he here? 

A Voice. I think he’ll be here tomorrow. 

Mr. Hiexins. Pardon? 

A Voice. I think he’ll be here tomorrow. 

Mr. Hiextns. Tomorrow! Is there anyone else who would like 
to be heard at this time ? 


STATEMENT OF JAMES F. DOYLE, AREA ADMINISTRATOR, BUREAU 
OF LAND MANAGEMENT, U.S. DEPARTMENT OF THE INTERIOR, 
PORTLAND, OREG. 


Mr. Doytx. Mr. Chairman, ladies and gentlemen, my name is 
James F. Doyle. I am the area administrator of the Bureau of Land 
Management at Portland. I have been requested by the O. & C. 
advisory board to submit the following statement: 

At a meeting of the O. & C. advisory board held at Portland, Oreg., August 
24, 1959, the board recommended, by motion duly made, seconded, and carried, 
the repeal of that portion of the Small Business Act which authorizes the set- 
ting aside of Government timber for exclusive bidding and sale to small-business 
operators on the ground that the measure is impractical and will not accomplish 
the purpose for which it is intended. 

The board directed by motion duly made and seconded and carried, 
that a wee of the foregoing recommendation be filed with the Small 
Business Administration at its public meeting scheduled to be held 
at Portland, Oreg., August 26 ond 27, 1959. 

The O. & C. advisory board is a group of public-spirited citizens, 
chairmaned by Charles A. Sprague, publisher of the Oregon States- 
man, Salem, Oreg., who are appointed by the Secretary of the Interior 
to advise the Secretary and the Bureau of Land Management concern- 
ing the administration of the O. & C. timberlands in western Oregon. 

A copy of the membership list is attached to the statement which I 
would she to make a part of the record.* 

Thank you, sir. [Applause. ] 


1 See app. I, p. 92. 
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Mr. Hiexrns. Thank you very much. Is there anyone else who 
would like to be heard at this time ? 


STATEMENT OF FRANK MOORE, FRANK MOORE LOGGING CO., 
PENDLETON, OREG. 


Mr. Moore. I’m Frank Moore, Frank Moore Logging Co., from 
Pendleton, Oreg. This is a wonderful thing that you have started 
here and I hope that something good can come of it. I don’t know 
what will come of it. You have started something that I can’t see 
where it is going to terminate into very much, not from my experience 
in logging. I haven’t been at it very long—55 years—and I am at a 
point to where I would like to retire now. I still have my outfit, plenty 
good; and I have made all the money I need, but I would like to see 
something done for the coming generation, if possible, if there is any- 
thing that can be done for the — that’s coming on. I’ve lived 
my life—I’m an old man and I did a lot of hard work and I have 
tried to make a good, honest living and I have and am very well satis- 
fied. 

But the thing has come now to—you are talking about your set- 
asides. What do you mean by set-asides? You are going to set aside 
for what—for the small operator, are you? That’s the purpose? Well, 
how are you going to see that it goes into the hands of the small opera- 
tor? 

I have been working for some of the biggest companies there is and 
I know what the contentions of these big companies are. They don’t 
intend for there to be any more small operators. They told me that 
20 years ago. One company tried to hire me 20 years ago to go in as 
a superintendent in the woods—offered me a job to go in as superin- 
tendent—take over—woods superintendent. And we were talking—I 
went with him and I was just about in the notion of going and we 
were standing there talking and contemplating some bridges and 
stuff. And I had a small outfit then, and they were talking about tak- 
ing that over and he says, “You might just as well come on in and 
work for us.” He says, “It’s only a matter of a small time when there 
will be no small operators.” And I have come to the conclusion that 
we have come to that time. 

Now, I have logged and bought as high as 20 million in a tract 
and I own timber yet and we’re still logging. My operation is going 
on now and I am going to close out my operation now pretty soon. I 
am getting to an age—I’m 82 and I have been through a lot of it and I 
have done enough, but I would like to see something done for the 
coming generation if it’s possible. But I can’t see where we are going 
to get. It’sa hard proposition, people—it’s a hard one. 

Now, let me put this up here—your intentions are good, you are go- 
ing to put it up ina small piece. We have a lot of pieces up there now 
coming up—40 and 50 million. Now, what’s a little man agoing to 
do with that? The big operator, he’s going to tell you to stay out of 
it because you can’t go in there, you can’t handle it, and it’s a hard 
proposition. I wish to God there was something we could do for the 
small man—I wish there was something that we could do and I’m 
wholeheartedly in favor of the act here. If there is anything that can 
be done, I want to see it done and I will be with it to the end. 
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And I might tell you of one instance now—this latter part of the 
winter, there was an Indian sale come up and the company that I had 
been dealing with right along steady for the past few years, they’ve 
told me of the things they were going todo. They were going to shut 
off this fellow and that fellow and the sawmills that are good—nice 
little outfits. ‘They were going to close them out—freeze them down— 
and so this sale come up, about 4 million feet and the big company, he 
called up another big company over. ‘They were hekling hands— 
they cooperate in their business—called them over and asked them 
what they were going to do about that sale, that they were going to 
bid on that sale. He says, “Well, we are going to see that such and 
such fellows didn’t get it.” Well, he says, “If that’s what there is to 
it,” he says, “We'll attend to that,” and they did. How are we going 
to regulate that so the little man will havea chance? 

Now, they’ve got lots of little men that they can put in there and let 
them buy that. You’ve got a hard proposition. I wish you all the 
good luck in the world and I will be with you a hundred percent all 
the way through. [Applause. ] 

Mr. Hrexins. Thank you, Mr. Moore. Is there anyone else who 
would like to be heard at this time? Is there anyone else? [No re- 
sponse.] There was one gentleman who did not answer when I called 
a while ago—is Mr. Swanson here now ? 

A Vorce. Mr. Swanson figured that he wouldn’t be called until about 
4 o’clock and it would be probably about 20 or 30 minutes before he’s 
here and if he can be heard tomorrow—that is, he will be available 
tomorrow if there is time, but he won’t be here for another half hour. 

Mr. Hipxrns. Is there anyone else? [No response.] Before we 
adjourn this meeting and because of the fact that some of you might 
not be here tomorrow, we have about seven or eight, maybe nine peo- 
ple scheduled, starting at 9:30 tomorrow morning, who specifically 
requested that they be heard tomorrow because they couldn’t be here 
today. There are one or two observations that I would like to make. 
It may be helpful to you in your own considerations and delibera- 
tions with respect to this program. 

With regard to the definition, that was promulgated by the Small 
Business Administration and not by the Congress. It can be changed 
if there is a need to change it. Any criteria that seem desirable and 
reasonable can be used in a definition. The Administrator has the 
authority to utilize either numbers of employees or dollar volume of 
business or any other criteria that appear to be desirable. So in con- 
sidering any comment that you might care to furnish us or furnish 
the Small Business Administration with between now and the middle 
of September, you might bear that in mind. Also the regulations 
that were promulgated by the Small Business Administration and not 
by the Congress can be revised and changed and no doubt will be from 
time to time as the need arises or that we receive any indication that 
the change is desirable. 

If you feel and if you have any constructive suggestions with re- 
spect to changing the definition, please write to us. If you have any 
constructive suggestions with respect to changing the regulations, 
please write to us. If you have any constructive suggestions with 
respect to changing an act of Congress, please write your Congressmen. 
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I don’t know that I have anything further to add. I would obvi- 
ously be unable to answer all of the more or less hypothetical questions 
that have been posed here today, nor would I be able to answer all the 
questions that you can think of. There are two things that would pre- 
vent that—in the first place, I don’t know the answers to all of them 
and in the second place, I don’t think we have time. If any of you 
have any questions that you feel the answer to which would clarify 
this secbinen in your own minds, if you will write to us, we will give 
you what we consider to be the correct answer. It will be an answer 
that will be coordinated by us with the Forestry Service and the 
Bureau of Land Management as have all the actions that we have 
taken to date. Everything we have done has not only been coordi- 
nated at the Washington level, but has been coordinated at the field 
level with the representatives of these other two Government de- 
partments. 

Ours is not an easy job to administer this program. There are a 
number of the directives that we have and the amendment to the act 
that we have been referring to here today is only one phase of the act 
that governs the operation of the Small Business Administration. 
There are any number of provisions in that act which we have im- 
plemented and which we will continue to implement. But there is 
one provision in the act of Congress which says that we must define 
small business in every industry that is listed and so when somebody 
said a while ago that we had a real problem, they didn’t know the half 
of it. So, we do have to make some sort of a definition for most of these 
industries. What we would like to have is some constructive, concrete 
suggestions based on some study and some factual information that 
would guide us in arriving at what might be a proper solution. There 
is no definition that we have made for any industry that has suited 
everybody in the industry and I don’t suppose there ever will be. We 
have a vast difficulty and today we have gotten from a great many of 
you, information that we have been trying to get for a year. Our 
greatest difficulty is to get constructive suggestions with respect to any 
of these programs that we have to implement. 

In connection with the airplane parts industry, we asked for com- 
ments with respect to an appropriate definition; we publicized it in 
every aviation magazine in the United States and to every aviation 
association in the United States and held a public hearing in Wash- 
ington and we got seven written comments with three people attending 
the hearing. We have tried to give everybody in every industry every 
opportunity to give us the benefit of their knowledge, which is far 
greater than ours and today, we have received from about 21 different 
people, some comments that will undoubtedly be helpful to us in our 
future deliberations. 

If there is no one else who would like to be heard at this time, I 
will adjourn this meeting until 9:30 tomorrow morning. 

Thank you very much. 

(Whereupon, at 1:56 p.m., the hearing adjourned, to reconvene at 
the same place at 9: 30 a.m., August 27, 1959.) 


Aveust 27, 1959. 
Mr. Hipxrns. I’d like to get started on the list of people who have 
asked to speak this morning. 
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We have prepared a list of all the people who attended the meeting 
yesterday, and the lists are available here. That list will be supple- 
mented by any additional — who register today. Copies will 
be available very shortly. You may get them here, in our Portland 
office, and there will also be some available in the Seattle office. 

The first gentleman on the list today is Mr. Hartung. Is Mr. 
Hartung here? 

(Off-the-record discussion.) 

Mr. Hrexrns. Mr. Hartung tells me he broke his glasses last night. 

Mr. Frost will represent him. 

Mr. Frost, just stand right over there [indicating], and if you will 
give your name, your company, and its location by town and State so 
the reporter can get it, please. 


STATEMENT OF PHIL FROST, INTERNATIONAL WOODWORKERS OF 
AMERICA, PORTLAND, OREG., PRESENTING WRITTEN STATE- 
MENT OF A. F. HARTUNG 


Mr. Frost. My name is Phil Frost. I am with the International 
Woodworkers of America, Portland, Oreg., and I am reading material 
prepared by A. F. Hartung. 


My name is A. F. Hartung, president of the International Woodworkers of 
America, which has its headquarters situated here in Portland. There are ap- 
proximately 125,000 workers in the lumber and wood products industry belong- 
ing to our union. Of this number, about 50,000 work here in the Northwest. 

We have, for many years, been concerned with the proper development and 
allocation of forest resources, both in the Northwest and throughout the entire 
United States. Accordingly, we are here today to present our views of the 
timper set-aside program of the Small Business Administration, operated in 
cooperation with the Bureau of Land Management and the U.S. Forest Service. 

The continuation of the great demand for lumber and wood products is re- 
flected today in the sustained high level of production of the industry. The 
concern of Congress for the ability of the small operation to compete successfully 
with the ever-growing number of larger companies in the wood and other 
industries was expressed in the 1958 Small Business Act. We want to discuss 
the implementation of the act as it affects the problem of full and complete 
utilization—and proper utilization of the forests owned by the Government. 
We believe that implementation of the act and utilization of the forests must 
be considered jointly rather than separately; otherwise, a disservice will be 
done in the exploitation of timberlands of the country. We are able to look 
back and remember too vividly the aftermath of timber operators who followed 
the philosophy of “cut out and get out.” This has been true in sections of 
New England and of the Lake States and, unfortunately, in parts of the 
Northwest. Right here in Portland, mill after mill has had to shut down 
because of exceptionally poor cutting practices on timberlands in the surrounding 
areas. This has happened in areas both up and down the Columbia River, and 
Wwe are reluctant to see practices continued which will lead to the creation of 
ghost towns such as Veronia and others. Foresight and planning are required 
now, not when the trees are gone and the land is ravaged. 

Very recently in the Northwest States there has been made the largest deal 
involving private timberlands ever effected, to our knowledge, in the history of 
the timber industry. This involved the purchase of the Booth-Kelly Lumber 
Co. by Georgia-Pacific Corp., which successfully outbid the U.S. Plywood Corp. 
It is apparent that U.S. Plywood and Georgia-Pacific were not interested in the 
large sawmill of the company, which in itself is an efficient operation, but rather 
in the timber holdings of Booth-Kelly. The battle for Booth-Kelly illustrates 
several things. First, the industry is rightfully concerned with its reserves of 
timber. Second, it is concerned with its ability to meet successfully expectations 
of future growth. Third, the sale by necessity had to be confined only to the 
giants of the industry, for, obviously, smaller firms did not have the financial 
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capacity with which to enter the bidding market. By the same token, it is 
apparent that even with respect to tracts offered for sale by the Federal agencies 
the smaller companies are unable to survive the bidding which the larger 
companies are able to undertake. 

But the inability of smaller companies to compete in bidding with the larger 
companies is only one aspect of one problem. Even among the smaller com- 
panies, there are those which are in better circumstances than others. There 
are those, for example, which are able to undertake the construction of access 
roads, while a portion of the “smaller” companies are unable to do this. 

The other major problem which we mentioned has to do with the proper 
utilization of forest resources. Although the set-aside program of the Small 
Business Administration might help the smaller companies, it does nothing 
toward solving the timber supply problems confronting the industry as a 
whole. 

The price of stumpage, mentioned above, warrants some additional com- 
ments. It seems to us that stumpage prices are subject not only to the demand 
for timber, but also by the limited supply which is made available. Further- 
more, some small companies are eliminated from bidding because of their in- 
ability to construct the necessary access roads, but so are also some larger 
companies. Consequently, we propose a revamping of the current set-aside pro- 
gram of the Small Business Administration for timber purchases in favor of 
a program which takes into consideration more of the problems confronting the 
industry. 

Underlying our approach is the proposal that eonsiderably more lands be 
opened for sale of stumpage. By doing this, the competition which in many 
eases has eliminated the small operator from successful bidding will be con- 
siderably diminished, for all companies will then know that they will be able 
to fulfill their requirements at other times. We have the impression that such 
an action will have any effect upon ultimate consumers of wood products, as 
well as producers. Prices could conceivably be lower, and greater demand for 
goods would follow. Thus, there would be a continuation of demand and a 
continuation of activity in the industry. 

But in order to put more stands of timber onto the market, another prob- 
lem would have to be confronted and solved. This is the problem of the build- 
ing of major access roads which cannot be undertaken except by the largest 
companies. We propose that the Government undertake the construction of 
such roads, with the price prorated on a footage basis into the cost of the 
timber. This would involve outlays of Federal funds, of course, but they would 
be regained as the timber thus made available is sold. Alternatively, if the 
construction of such major access roads were undertaken by any company, 
the costs of such roads could be deducted on a proportionate basis from the 
price of timber purchased by the particular company. In making this pro- 
posal, we would include in it an absolute requirement that all roads, con- 
structed with either public or private funds, be open to the general public. 
We would object vigorously to any regulation permitting only one company 
to utilize a road. Such a regulation would encourage monopoly over any given 
area; it would stifle competition—particularly for smaller companies—and 
it would encourage a shameful waste of economic resources. 

In addition to our proposals for opening up of additional tracts of land and 
the undertaking of a roadbuilding scheme, we have a third proposal which would 
enable small business enterprises to compete with larger ones. This proposal 
has two aspects to it: (a) That tracts of timber offered for sale be small 
enough to enable any going concern to bid on them, and (b) That there be 
established a requirement that timber be so sold—be harvested within a specific 
period of time. The reasons for (a) are self-evident. The requirement pro- 
vided in (0) would discourage the larger companies from competing with small- 
er for stumpage for which they have no immediate need. 

We think additional details could be worked out that would take into con- 
sideration the development of plants in the area and the particular stands 
of timber which are involved. In locations where there are a number of 
plants, the parcels of timber could be relatively small and the harvesting time 
required would be relatively short—a year or possibly 2 years. In other areas, 
which are less developed, parcels of timber could be larger, and the time for 
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harvesting could be extended. ‘Thus, both small and large companies would be 
able to bid on those stands which they require, and in all cases forestry man- 
agement could take into consideration both private and public holdings. 

In all instances, should the successful purchaser fail to harvest within the 
time specified, he would forfeit the holding and the deposit which he made at 
the time of the purchase. The buyers would also be required in all situations to 
practice sustained yield and other forestry methods determined and set forth 
by the Federal agencies. 

We have two additional proposals to make. One of them would be financing 
by the Small Business Administration on a low-cost, long-term loan basis, of 
manufacturing units in areas which are relatively undeveloped. The purpose 
of such financing would be to encourage the construction of various kinds of 
plants (such as particle board plants) which would insure full utilization of 
our timber resources and reduce waste to the absolute minimum. Such facilities 
would provide new uses for wind-felled trees, many of which are not now being 
utilized, and other wood now going to the burners. 

Our final proposal goes in the direction of providing protection for employees 
of employers benefiting from the current Small Business Administration regula- 
tions or any amendments to them. We recommend that the regulations provide 
for any employees so engaged to be paid at least the prevailing wage rates in the 
area, and in no event shall the exemption provided by section 13(a) (15) of the 
Fair Labor Standards Act be applied to any employer harvesting timber on 
federally owned lands under the Small Business Administration regulations. 


SUMMARY 


We have presented five proposals designed, we think, to maximize to the ut- 
most our forest resources and to provide the benefits that may be derived from 
our forests to as many people as possible. By opening up more lands, by under- 
taking the construction of roads to make them available to more operators, to 
sell parcels which are within the reach of a going concern in the industry, and 
to introduce practices which will coincide with sensible forest management and 
prevent hoarding, the Federal Government will have to move again in the right 
direction of preserving our forests only for those who believe in programs directed 
toward full utilization of the forests. 


STATEMENT OF A. F. HARTUNG, PRESIDENT, INTERNATIONAL 
WOODWORKERS OF AMERICA, PORTLAND, OREG. 


Mr. Hartung. Mr. Chairman and gentlemen, I would like to add to 
our statement this fact, that under the present automation it’s pretty 
hard to determine what is a “small” operation. In the last Lumber- 
man, which was published some time ago, I read an article where a new 
mill had been ‘developed here on the west coast that cuts better than 
70,000 feet a day and only employs 14 men. Now, that is true also in 
the logging industry, and we feel that the approach of trying to regu- 
late this on the basis of what is a “small” operator, because of these 
increased techniques in the manufacture of lumber, is the wrong ave- 
nue of approach. We feel that the information is available on the 
improved methods and the tremendous amount of volume that can be 
eut by some of these smaller mills. And, after all, a mill that cuts 
seventy, seventy-five thousand feet a day, cuts a lot of lumber before 
the year is over. Those are developments that are taking place every 
om Thank you, sir. 

Mr. Hrexins. Thank you, gentlemen. The next gentleman is Mr. 
Henry B-u-e-h-n-e-r. 

As I mentioned yesterday, if each of you as he addresses the micro- 
phone will first give his name, title, company, location. 
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STATEMENT OF HENRY BUEHNER, PRESIDENT, MIAMI VENEER 
CO., TILLAMOOK, OREG. 


Mr. Buruner. My name is Henry Buehner, president, Miami Ve- 
neer Co., Tillamook, Oreg. 

It is indeed a pleasure to be given the opportunity to express the 
views of Miami Veneer Co. with respect to the timber set-aside pro- 
gram of the Small Business Administration. 

Miami Veneer Co. and its affiliate company, the Buehner Lumber 
Co., employ on the average something like 95 employees throughout 
the entire year, and therefore we feel, as we understand it, can qualify 
as a purchaser of so-called set-aside timber. ' 

Our organization is strenuously opposed to the set-aside program as 
we understand it. 

(1) We believe that this program will hurt the entire lumber in- 
dustry because it will tend to subsidize inefficient operation. We be- 
lieve that those who live off the public lands have a duty and an obli- 
gation to the taxpayers to utilize every wood fiber in a log. This can 
only be done by virtue of the spur of competition. We believe that 
it is generally known that a fully integrated operation is the ultimate 
in the maamtaetare of logs off public forests, including those of the 
State of Oregon. And the set-aside p m, in our opinion, would 
tend to lessen that spur, working toward the fullest utilization of logs. 
Fuller utilization requires fully and more expanded investment at all 
times, and to limit a plant to, say, a hundred, limits the opportunity 
for that expansion. By expansion, I mean going into hardboard 
plants, chipping facilities, and all the other Eoodiene which are 
obtainable now and which may be obtainable through research and 
development in the future. 

(2) Miami Veneer Co. has always believed in a program of full 
employment. In this day and age where technology tends to limit 
employment, we think it bad policy to artificially stimulate labor- 
saving devices, for example, by limiting timber to plants, we'll say, 
to a hundred or less. Further, this policy will force those who are 
on the borderline of a hundred employees to practice chicanery and 
artifice to stay within the hamdredhaduieyes ‘imitation and still at 
the same time fully develop full utilization of the logs. For example, 
a sales department of a fully integrated operation requires eddie 
able people, but if a sales department could be eliminated and a 
contract drawn with an independent organization, then one can say, 
artificially we would stay within the hundred-employee limit. Yet, 
we all know that any operation must have a sales department in order 
to fully compete on the market. A similar situation could be said 
to exist in the area of research and development. You can either hire 
it done on the outside or do it yourself. We feel it should be done 
inside our own organization to get a better job done. 

(3) We question the advisability of the set-aside program from an 
actual operating point of view, in view of the diverse nature and 
species in our forests. We feel that it would be practically impossible 
to operate this program in the spruce and hemlock area on the coast. 
How could you have a set-aside for a pulp company? We buy logs, 
for example—this is an aside from the statement—and about a third 
of the material that we buy off the public forest goes to the pulp com- 
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panies. I don’t know how you could work rules and regulations to 
take care of this particular problem on the Oregon and northern 
Oregon coast. We have to have—a company has to have a continuous 
supply of logs, planned well ahead, in order to operate 12 months a 
year on rock roads. It would seem to us it would take a Philadelphia 
lawyer aided by Solomon to cerate rules and regulations that would 
work equitably in this area. 

(4) In the State of Oregon where so much of the proceeds of our 
national products sold ee United States end up in the hands of 
the respective counties because of the in lieu tax provisions, it is 
absolutely imperative to the welfare of the State of Oregon that the 
proceeds from these forests be maximized in order to constitute a sound 
forest economy. If the notion were abroad that the set-aside program 
would limit the maximization of these receipts to the counties, serious 
political implications, we believe, would result. We in Oregon, par- 
ticularly, must take a broad view of our economy and in our State 
and of our industry’s responsibilities to its local communities—carry 
its fair share. To put it bluntly, we in our organization don’t want 
to ever be accused of being given a subsidy. And the same situation 
could develop just like we have in the agricultural program. We 
don’t want any part of that. We like good old-fashioned competition 
because we think that it’s going to bring the greatest good to the great- 
est number. 

Some years ago we had a marketing area program which proved 
to be not in the best interests of the forest economy. These artificial 
restraints proposed here—and again I say, as we understand it—would 
be mere delay and clobbering up the orderly processing of marketing 
and developing our natural resources. 

If there are any questions these gentlemen would like to ask, I'll 
try to give our opinion on some of these problems. 

Mr. Hrexrns. No; I don’t believe so, though we appreciate it. 

The next gentleman on the list has asked to have his name with- 
drawn. The next is the Western Forest Industries Association. 





STATEMENT OF AARON U. JONES, SENECA SAWMILL CO., EUGENE 
OREG.; PRESIDENT, WESTERN FOREST INDUSTRIES ASSOCIA- 
TION, PORTLAND, OREG. 


Mr. Jones. Mr. Hipkins, I’m Aaron U. Jones, a resident of Eugene, 
Oreg., where I own and operate the Seneca Sawmill Co. with 27 
employees. I am president of the Western Forest Industries Associa- 
tion. 

The statement I am about to make has been thoroughly discussed, 
reviewed, and unanimously approved by the board of directors of that 
association. I might add, in numbers, probably 75 percent of our 
members qualify for the Small Business Act as it stands today. 

In this heart of America’s timberland, Western Forest Industries 
Association for years has been the voice of the smaller timber operator. 
We think we have been a reasonably successful voice, and we believe 
this to be the case because we have never—and I emphasize “never”— 
we have never sought special favors for small business. It is the stead- 
fast view of the association that small business efficiently operated and 
imaginatively managed can thrive in this industry as ta as the 
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Government will give it a fair and decent opportunity to compete for 
the purchase of publicly owned timber. 

This association was founded to fight a governmental proposal that 
was popular among so-called conservationists a dozen or so years ago, 
to set aside Federal timber for the giants of the industry. At that 
time, many well-meaning persons believed that high utilization of our 
timber supply and sound silvicultural practices on private lands could 
only come about if the Government interceded in this industry to force 
small business out of existence and sustain and even subsidize the very 
largest units in the industry. We thought the effort on the part of 
many of these persons was well intentioned but not fully informed. 
That policy and that program have been with rare exception now dis- 
carded. 

When the Small Business Act of 1958 authorized the Small Business 
Administration in its discretion to indulge in set-asides in the timber 
industry, we found the pendulum swung quickly to the other extreme, 
and we opposed the move. We did this because we believed that it is 
harmful for small business as well as big business to be subject to 
governmental determination as to who may exist and who must 
economically die. We did this because the accumulated experience of 
the members of this association is living proof that in this industry 
ingenuity and efficiency will enable small business units to thrive and 
expand in a competitive market. We dread any system which allows 
a member of the civil service, however dedicated and benign he may be, 
to grant favors to one member or class of this industry while he frowns 
upon another. 


If the Government will take steps to look the facts in the face, it 
will intensify its forest management, finance its forest management at 
levels which will permit maximum production within the principles 
of multiple use and sustained yield and place on the timber market in 
reliable fashion the full annual cut—allowable cut—plus salvage, plus 
thinnings, plus mortality harvest. Until this is achieved—and there is 
a long way to go—the — interest in general and this industry in 


particular will suffer. And in the meantime, set-asides will accomplish 
little. To a drowning man it is small comfort to be told that a Federal 
agency has reduced the depth of the water fromr’80 to 78 feet. 

For these and many other reasons, we oppose the enactment of this 
legislation. We know, of course, that it is not within the province of 
the Small Business Administration to repeal an act of Congress. On 
the other hand, this particular act of Congress does give the Adminis- 
trator of the Agency almost unlimited power to pick and choose the 
fields which he will choose to make set-asides in the disposal of Gov- 
ernment property. There is nothing in the statute that requires set- 
asides in the timber industry. The decision to have set-asides in the 
timber industry is solely and exclusively the determination of the 
Administrator. 

For years we have asked that Federal timber sales be made in such 
volume and subject to such conditions as would afford small business a 
fair, competitive opportunity. We have never asked for set-asides. 
We have never asked for allocations. We have never asked for allot- 
ments. Indeed, we have continuously opposed set-asides and alloca- 
tions and allotments. We have favored free, fair, competitive oppor- 
tunity. That is our principle. We mean to stand by that principle. 
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Weask, therefore, that in the exercise of his discretion the Adminis- 
trator place the set-aside program in this industry on a standby basis 
until Congress has had an opportunity to reconsider » progres of this 
kind. Our apprehensions about this statute have had unhappy con- 
firmation in the manner in which regulations have been imposed and 
administered. 

First: There is the matter of hearing and consultations. Perhaps 
you will recall that on September 26, 1958, counsel for this association 
discussed this matter with you in Seattle. As a result of that conver- 
sation, it was our understanding, as reflected in our counsel’s letter to 
you of September 29, that the Small Business Administrator intended 

olding field meetings to discuss a preliminary draft of proposed regu- 
lations, and that based upon discussions at these field meetings, a final 
draft of proposed regulations would be prepared and published in the 
Federal Register with an invitation to the ublic to comment in writ- 
ing on them. Then, without further word to the affected industry. 
Small Business Administration published its regulations, rejecting 
joint set-asides, including set-asides for property disposals. 

This is a procedure with which we are not familiar in the timber 
industry. While the agencies with which we are accustomed to dealing 
do not always invite formal comments through the medium of the 
Federal Register, they usually arrange for informal consultations 
with all segments of the industry, in order that they may have the 
advantage of our experience and be assured that insofar as possible 
the regulations will serve the needs of both the Government and the 
industry and effectuate practical solutions to difficult situations. . 

Smal] Business Administration apparently did not believe that 
this would be necessary. This seemed all the more remarkable in the 
case of Small Business Administration, in view of its total lack of 
experience in the problems of disposal of Federal timber. We are 
aware, of course—and I think all of us are grateful for the fact— 
that Small Business Administration has made a number of loans to 
assist sawmills that are in need of the capital. But this type of fiscal 
familiarity with the problems of some sawmills hardly encompasses 
the intricate problems involved in the disposal of Federal timber 
through set-asides. 

Early in May 1959, as president of the association, I made a further 
and formal request that there be hearings on this program. In that 
request it was noted that there had been no genuine consultation with 
all segments of the timber industry on this program. It is difficult 
to believe that our experience and knowledge of the industry could 
not be helpful to the agency’s understanding of it. SBA had told 
us that consultation was unnecessary because of the extensive exper- 
ience of your agency with other industries in the procurement field. 
I then reminded you that you have never yet dealt with an industry 
where substantially every single unit depends for its very life now, as 
for many years past, upon a supply of raw material from the Govern- 
ment. The pencil manufacturer, for example, would undoubtedly 
like to improve his position by getting some Government business. 
But in this industry, substantially all of us must have access to Govern- 
ment timber, or we shall perish. 

This is not an industry, therefore, where casual experimentation 
or, as some of your employees have put it, “dry runs” seem appropriate. 


47113—59——_5 
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In my request for a hearing, I also pointed out that the present size 
standards are in direct contradiction with the declaration of national 
policy contained in section 2 of the Employment Act of 1946. That 
declaration of national policy states, in brief, that “it is the continuing 
policy and responsibility of the Federal Government to use all prac- 
ticable means to achieve full employment.” There is a vital contra- 
diction between the declared national policy of full employment and, 
on the other hand, a discretionary regulation of a Federal agency 
that puts a premium on the curtailment of employment. 

As president of the WFIA, I pointed out also that there is a gross 
absence of standards in the regulations issued by Small Business 
Administration in this field. Our Government, in effect, now sends 
out officials who, for lack of firm loan standards, must govern us 
on the basis of notion, whim, and fancy. I referred to the refusal of 
your agency—a refusal fortunately quite unique in American Govern- 
ment—to disclose how it has interpreted its own regulations. Such 
disclosure is essential, I contended, if we are to be assured of level 
administration of the law and not a picking and choosing based upon 
considerations of a type that might stand open scrutiny. 

Western Forest—the answer to Western Forest Industries Associa- 
tion’s request for a hearing was a brief rejection. We then sought 
congressional intercession. A Member of the Senate who has dis- 
agreed with our views about the wisdom of a set-aside program in 
the timber industry nevertheless earnestly supported our request for 
a hearing in western Oregon. He communicated his views to the 
Administrator. Within a few days this hearing was announced. We 
regret that it was necessary to bother the Senator with a matter of 
this type, but the agency left us no other choice. We appreciate the 
Senator’s intercession in this matter. 

With respect to actual administration, let me turn first to the size 
standard. At the moment, the public and many uninformed units 
within the industry blandly believe that a mill that has less than 100 
employees qualifies for a set-aside. But this is hardly the case. And 
for their misunderstanding, many decent people will be made liable 
to Federal criminal penalties. SBA could have avoided this if ini- 
tially it had held the kind of consultative hearing that we thought 
had been assured to us. 

Within this industry it is relatively rare that a company, however 
small and however closely owned, that is totally independent of some 
other operation. A principal owner of one company is apt to have 
varying degrees of ownership or control in several other companies. 
This type of interlocking constitutes a typical pattern, particularly 
among the smaller units of the industry. "Vet, if one of the smaller 
units in the industry wants to bid for timber that has been ordered 
set aside, it must certify itself as a small business concern. But, as 
the bid form explicitly states, the bidder runs a risk of Federal crim- 
inal penalties if it is not a small business concern. How can the bid- 
der know where he stands ? 

Your regulations interpreting the circumstances in which two busi- 
ness enterprises will be considered affiliates or subsidiaries or subject 
to joint control have been in effect for years in the procurement field. 
These identical regulations are now made applicable to us. When 
we ask you how they have been interpreted, you tell us that we are 
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not to be informed. For excuse, some of your employees tell us of 
the need for preserving confidentiality of information that is received 
of administrative problems and so forth. But we would like to know— 
indeed, we are constantly fearful that we do not know—that when we 
do not know, that the people within your agency who make thees deci- 
sions on affiliations between companies, arrive at their conclusions on 
the basis of consistent reasons equally applicable in all cases and not 
upon such basis as political considerations and perhaps worse. _ 

Indeed, where the reasons for decisions remain secret, conditions 
are ripe for decision-making that is based upon favoritism. And this 
would make no difference to us whether it is your employee or a 
judge of the Supreme Court of the United States who might refuse 
to tell us the reasons for his decision. Indeed, in view of their emi- 
nence and stature, we would have far less reason to stispect a Justicé 
of the Supreme Court. Yet it is the Justice of the eg hg Court 
who goes out of his way to explain fully his reasons for his decisions. 
Certainly, your employees who make decisions that rule our economic 
lives shoud do no less. Other Federal agencies have solved this prob- 
lem. Perhaps SBA can draw on their experience. We shall mention 
this further later in this statement. 

As one facet of the problem of ascertaining who qualifies as small 
business, we have neiea the provision of the statute that requires the 
Administrator, upon request, to issue a certificate to certify that a 
company applicant is or is not small business. If SBA were to heed 
this portion of its own law, it would not run the risk of criminal pen- 
alties which, should we make the wrong guess on how, after we have 
bid for the timber, you will classify us. Yet your employees tell us 
and your office officially writes to use that in the case of the timber 
industry this provision of the statute simply will not be followed. 
Notwithstanding the clear command of the statute, you tell us that 
in this industry there will be reliance exclusively upon self-certifica- 
tion. While this clearly makes life easier for the employees of the 
agency, it hardly comports with the command of the Congress. And 
if we may speak selfishly, it subjects us to risks of criminal penalties 
where there should be absolutely no reason for such a threat. 

In effect, after an operator bids on a set-aside, you then put him 
in one or two categories—one, small business, two, criminal. We 
think this is an outrageous way for an agency of the U.S. Government 
to treat American citizens. 

Perhaps our most remarkable experience with the administration 
of the statute has to do with the determination of when small business 
is not receiving a fair proportion of the available Federal timber. 
When small business is not receiving its fair proportion of the Fed- 
eral timber, there may be set-asides. How does this function? The 
timber-disposal agencies tell us that they do not make set-asides except 
where your agency ——— them. And your agency tells us that 
it does not decide whether to make set-asides, but that this is solely 
the function of the timber-disposal agencies. In short, each agency 
tells us that the basic decision belongs to somebody else. 

Let’s analyze this situation. It is probably technically correct to 
say that the final decision as to whether there will be set-asides is with 
the timber-disposal agency, but it is equally correct to say that dis- 
posals will not be made unless as a condition precedent your agency 
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requests such action. Fundamental responsibility, therefore, rests 
with SBA. 

Again, we find an amazing lack of standards. And for lack of 
standards we find precisely the type of erratic results that we have 
anticipated. In some sections of the country there are relatively 
heavy set-aside programs. Northern California is such an instance. 
In Oregon and Washington the program has been fortunately light. 
The same is true in Montana and Idaho. What is the reason for this 
amazing diversity in the administration of a single statute? No Gov- 
ernment agency has pointed to a single fact to demonstrate that in 
northern California small business is not getting its fair proportion 
of the Federal timber. Is the factual situation different in Oregon 
and Washington? Idaho and Montana? Is the difference sufficiently 
significant to warrant this great diversity in the administration of the 
program? We know of no facts which would warrant this diversity. 
On the contrary, it seems that in northern California there is discrimi- 
nation in favor of some mills and discrimination against other mills, 
based upon the individual notions of particular Government em- 
ployees who ae at this moment to be working in California. If 
one or two employees down there should retire or transfer, wholly 


different results might follow, depending on the replacement’s notion 
of what is good for small business. It is, we think, an unfortunate and 
apt illustration of what happens when laws affecting the fundamental 
problems of people are administered according to the notions of indi- 
vidual Government employees and not according to rules and stand- 


ards that are equally applicable to all persons who are similarly 
situated. 

Or, consider the announcement made here yesterday. The Forest 
Service in January will designate the set-aside sale for the ensuing 
year. How does the Government know in January whether small 
business will be getting its fair proportion of Federal timber in, say, 
the following October? We are fascinated. 

Let’s be even more specific. In the State of Oregon the set-asides 
so far have been limited to one sale in the Umpqua National Forest. 
We have never been able to find out what facts, 1f any there be, that 
led your employees to the conclusion that in this particular part of 
this particular forest that small business was not getting its propor- 
tion of the Federal timber. 

Again, we are aware that your staff has made subsequent recom- 
mendations for other set-asides which purport to be based upon a 
statistical analysis. This analysis listed all the bidders in the area for 
Federal timber and showed which of the bidders had been successful 
and which were unsuccessful. These bidders, of course, were broken 
into the classification of small business and others. Based upon this 
analysis, your employees concluded that smal] business was not get- 
ting its fair proportion of the Federal timber. Yet they listed as big 
concerns some of the very smallest companies in the industry. On 
what basis SBA determined that these companies were not small busi- 
ness is not revealed to us. But the situation does illustrate to us the 
evils of undue haste and the problems inherent when an agency seeks 
to impose governmental regulations on an industry as to which it has 
not taken the pains to acquire knowledge. 

SBA, in short, needs standards and it needs knowledge. 
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We can understand the desire of an agency to create a favorable 
annual report. We know that to the uninitiated the reports look bet- 
ter if a great number of set-aside sales can be shown as having been 
completed. Butsheer quantity is hardly a suitable substitute for qual- 
ity. Particularly is this the case where an agency elects to put into 
force a discriminatory program without having taken pains to get the 
most elementary factsin mind. Ifsmall businessmen made their deci- 
sions on such a basis, small business would have disappeared from the 
face of the earth long before this statute was enacted. 

Still another item that troubles us is the manner in which the 100 
employees were picked as a cutoff between small business and other 
business. Diligent inquiry at your office produces only the most gen- 
eral answer that this figure is a result of suggestion. Whether the 
suggestion came from informed persons or from ignorant people or 
from people seeking only to feather their own nests is not disclosed. 
Whether your agency had any analysis of the size of units in the in- 
dustry based upon number of employees and taking into account the 
very" important element of affiliations and interlocking is not known 
to us. Whether this is a carefully considered. figure or whether it 
was plucked out of the clear blue sky is a matter of some interest to us 
who are supposed to be the beneficiaries or the victims of the scheme, 
as the case may be. 

One of the most interesting facets of the regulations of the agency 
is the proposition that once small business has officially purchased 
Federal timber, it is free to turn the entire volume over to ie business. 
Unless there is evidence to prove that before the sale was made the 
big business recipient of the logs agreed to finance the timber purchase 
by a smal] business unit, the transaction is entirely valid. This, of 
course, provides the wideopen avenue for avoidance of the statute. In 
its interworkings, this industry is not given to formalities, Customs 
and friendships and unwritten and even unexpressed reciprocal ar- 
rangements abound. In view of this practical informality, one won- 
ders how the agency would preclude a small but unscrupulous logger 
from acting in fact, though not by law or agreement, as a front or a 
strawman for a big business unit. 

But, if it is insisted that all of the timber must be manufactured by 
small business, then we lose some of the advantages of the economic 
integration and utilization that we are achieving with consequent 
great gains in terms of conservation. For example, if a log is far 
more eminently suited for pulp utilization than any other purpose, the 
requirement that all of the timber be utilized by small business simply 
would defeat the highest possible utilization of this particular log. 
Because in this locality there just is no such thing under the Small 
Business Administration definition as a “small pulp company.” And, 
I might say, a “small plywood company.” 

Apparently, SBA thought it had a choice of adopting one or the 
other of these unsatisfactory extremes. And the extreme it chose to 
adopt opens the door wide to avoidance—profitable avoidance. Surely 
the strawman would want compensation for his extraordinary service. 
We do not like laws and regulations that encourage such practice. 

As you can gather, we would prefer to see SBA exercise its discre- 
tion by rescinding the regulations that provide for timber set-asides. 
Yet we would not be frank if we did not acknowledge the contention 
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that your agency—of your agency that the only discussion in the 
ae on this aspect of the legislation was totally in terms of 
timber. 

If, therefore, the Administrator feels impelled to act in the case of 
timber disposal, it seems to us that there are a number of improve- 
ments that ought to be made in your regulations and procedures. 

The order of our suggestions is not intended to indicate the im- 
portance attached to them. Each of them, we think, is essential. 

If this program is not to be terminated, as we hope it will be, then 
it seems that at the very minimum there ought to be several substantial 
adjustments to conform the agency’s practices to accept American 
standards of administrative conduct. This would require the estab- 
lishment of clear and relatively precise standards in order that agency 
employees may know what types of facts are to govern their deci- 
sions. These standards must be made public so that we may know 
what—that we are being governed not by the subjective notions of 
Government employees but by legal standards uniformly applied. 
Surely there must be publicly stated standards to determine when and 
where set-aside sales should be made; and the decisions so made, as 
well as the reasons therefor, should be written and available for public 
inspection. In close or disputed cases, we need to have public state- 
ments of the facts and reasons why one company may be determined 
to be small business and another company is determined not to be 
a small business. We would expect such statements to preserve the 
confidentiality of the usual business secrets. Perhaps this could be 
done by concealing the identity of the individual company’s concern. 
We are not prepared to believe that the publication of such statements 
is any more unfeasible or cumbersome for Small Business Administra- 
tion than it is for the Securities and Exchange Commission, the Fed- 
eral Power Commission or any other agencies that must determine 
questions involving business affiliations, subsidiaries and interlocking 
interests. Although the subject matter is different, we cannot help 
but note and approve the fact that for more than half a century the 
Department of the Interior, without any legal compulsion, has con- 
stantly published its decisions and the reasons for them. 

Next are the several aspects of the definition of “small business.” 
In this regard, it seems to us that, first, there ought to be a clear 
understanding and agreement on a number of basic propositions. 
First, there should be no set-aside that constitutes a legal or economic 
allocation of timber to any individual person. While this seems fair- 
ly clear in the existing statute and regulations, it does not seem to have 
been fully comprehended by some of those persons who look upon 
this act as a sanctuary from competition. Second, and perhaps im- 

licit in the first proposition, is the fact that fair competition for 

ederal timber hile than for Government allocation either to indi- 
vidual persons or to classes of persons will spur efficiency, promote 
higher utilization, and avoid situations that are conducive to un- 
ethical conduct in Government. Third, if the Government is to in- 
trude into the competitive situation, it should limit its intrusion to the 
preservation of fair competitive opportunities. As we have suggested 
over and over again to the Federal timber-disposal agencies, their sales 
plan should be announced well in advance of actual sales dates. The 
sales plan should be reliable, and the maximum volume of timber con- 








ye 


a we wT ae oe ew lCU re OS hn 


1 @ 


te 





SET-ASIDES IN SALE OF GOVERNMENT TIMBER 67 


sistent with sound conservation should be put on the market under 
such terms and conditions as will afford small business, with its 
limited working capital, a fair opportunity to compete with companies 
having greater aggregates of working capital. 

Beyond making fair competition possible, the Government ought 
to limit its intrusion in the competitive situation to assuring that 
the power theoretically inherent in great aggregates of capital is not 
wielded to destroy competition. That is to say, if the Small Busi- 
ness Act of 1958 is to continue to operate in Federal timber, its op- 
eration ought to be limited to protection of small business from the 
theoretical power of the very largest units of the industry to engage 
in oe buying. 

want to make it clear that we have not yet witnessed and we have 
not—have no present reason to anticipate that any large member of 
this industry would deliberately engage in a program over a period 
of 2, 3, or 4 years of buying more Federal timber than it really needs 
for the purpose of forcing a small—forcing a small competitor into 
bankruptcy and ruin. On the other hand, we have seen statements 
emanating from supporters of the statute in the District of Columbia 
who express the opinion that there ought to be some governmental 
authority in existence that would prevent such preclusive buying pro- 
grams. These people alluded to this aspect of the matter as a prime, 
if not the sole, justification both for the enactment of the Small Busi- 
ness Act of 1958 and for its implementation by the agency. 

If the act is to continue to be applied in this industry, and it is our 
firm hope that it will be withdrawn, we earnestly urge that it be 
limited in its scope and application to situations where there is evi- 
dence of preclusive buying of Federal timber. Since it is not reason- 
ably conceivable at this time that any company with, say, less than 
750 employees could reasonably hope to engage in any successful pro- 
gram of preclusive buying, we suggest that the size standard be fixed 
at this level. 

We appreciate your courtesy in hearing all of us in this indust 
who want to discuss this with you. And if there are any questions, 
would be happy to try to answer them. 

Mr. Benprx. Does your association have any stand on oral bids 
versus sealed bids? 

Mr. Jonzs. Yes, we definitely do. In almost all instances, our asso- 
ciation is very much in favor of oral auction. We would like to pre- 
serve the right to make a profit if we can. Are there any other ques- 
tions? [Noresponse.] Thank you. 

Mr. Hrextns. Thank you very much. Sens 
The next gentleman is Mr. Fred Sohn, S-o-h-n. 


STATEMENT OF FRED SOHN, PRESIDENT, SUN STUDS, INC., 
ROSEBURG, OREG. 


Mr. Soun. I’m Fred Sohn, president of Sun Studs, Inc., by the 
definition of the SBA a small business, by our definition an inde- 
pendent lumber producer, southwestern Oregon. 

We feel, as a company operated in conjunction—in an area where 
there are small people—small businesses and large businesses—we feel 
there’s no need for a set-aside program. We feel, ourselves, there is 
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no need because we have been in existence for 10 years, buying Federal 
timber, buying private timber, operating successfully in the industry 
as a small business. 

We also feel that the large companies are not our strongest com- 

titors necessarily. We know very often that competition is very 

een between small operators. We know that irresponsibility or busi- 
ness ethics in general are not the part of a large or a small company 
but can be just as bad between small companies. And maybe in some 
cases irresponsible bidding on Government timber has been prac- 
ticed by very small operators that have no other purpose than rais- 
ing the prices of stumpage. The matter of fact 1s, often that they 
have no economic interest, hardly, to speak of, in the area. Yet large 
companies, we find, are very often cooperative; that they work with 
a small company to exist and to realize stable employment in the 
community. 

So, we cannot see that any good can come from a privilege that we 
have not asked for, that we do not need. 

If we look into the problem of workability, we do not see, either, how 
this problem can work, because if your agency puts up too few sales, 
then some small companies would eo to shut down—couldn’t oper- 
ate. You’d be blamed for it. You put up too many sales—I can see 
that more small companies would build plants in the area, and you 
would probably have to adopt regulations that would allocate Federal 
timber to these many small companies. You would tell them what to 
do with the timber, where to sell it, and how to sell it, and what to 
produce. It would breed new regulations. It would breed and 
develop and establish a new bureaucracy—something we have not seen 
and have not had any need of in the lumber nent. 

Also, this regulation, in my own mind, in its—the way it is set up— 
the way it looks to me, it’s just an open road for a front man. It will 
become a shame if it is set up, because any person, like it has been 
stated before, can buy Federal timber if he has the money to buy it 
and qualify within the regulations. I don’t see why a person—why 
any individual can go to a bank if he has had credit, borrow some 
money—banking’s a large business—and buy a set-aside sale. I don’t 
see anything in the regulations that would not let this man sell to a 
large company at a good, sizable profit, because you have restricted 
competition, and céhabby he has been able to buy it cheap. 

I also can see if it would be a legitimate purchase from a small com- 
pany, that they would want to make best economic use of the standing 
timber in the best public interest and sell some of these logs and tim- 
ber under certain market conditions to the pulp plant or to the ply- 
wood plant, because only in this way we can make good economic use 
of this great natural resource, as we should. If we’re not allowed to 
do that, we certainly are not acting in the best public interest. 

I feel, also, that in principle such a scheme must be wrong, because 
we're setting up two classes or groups of people within an industry. 
You may say we’re creating a class conflict within the industry. Such 
a grouping—classing between privileged and unprivileged people cre- 
ates conflicts and maybe even hatred between the groups. It is strictly 
against the American system of free enterprise. There is one group 
that can bid on a hundred percent of the Federal timber. There’s 
another group that can bid only on part of it. Just because someone 
said, “You're large and you’re small.” 
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And I feel also that it forces an issue of staying small. It forces 
some unnatural business practices, strange to our competitive system. 
And I feel strongly that it is wrong; it is poor government and against 
our good and well-established capitalistic system of doing business. 

Mr. Hiexins. Thank you, Mr. Sohn. The next gentlemen whom I 
have on my list is Mr. Ralph Stuller. Is Mr. Stuller here? Mr. 
Stuller? 

A Vorce. Mr. Stuller was coming in by plane this morning, and 
perhaps he hasn’t gotten here yet. 

Mr. Hrexins, Is Mr. Warren H. Brown here ? 

Mr. Zacuary. Mr. Zachary for Mr. Brown. 

Mr. Hipxins. OK. Be sure to announce your name and with whom 
you are connected. 


STATEMENT OF WYMAN ZACHARY, ASSISTANT TO THE VICE PRESI- 
DENT AND GENERAL MANAGER, BROWN’S TIE LUMBER CO., 
McCALL, IDAHO 


Mr. Zacuary. Mr. Hipkins, ladies and gentlemen, my name is Wy- 
man Zachary. I am an attorney and assistant to the vice president 
and or manager of Brown’s Tie Lumber Co. at McCall, Idaho. 
To place myself in a category, I can tell you that our mill employs 
about 240 men; that Mr. Brown, in addition, has a controlling inter- 
est in a sawmill at Riggins, Idaho, employing about 55 men, owns a 
sawmill at Lake Fork, Idaho, employing about 12 men. 

The following remarks and suggestions I—in the following remarks 


and suggestion, I will prove that we believe somewhat in the adage, 
“Tf you can’t lick ’em, join ’em.” 
There has been a law passed by Congress which directly affects 
our industry. It is rarely that a law is ed and it would seem 
i 


to be a waste of time to attempt to get this one back to the place 
of origin, although I, for one, feel that is the place for it. 

I am more than sympathetic to and in accord with the thoughts 
expressed by Mr. Crahane, Mr. Thomas, Mr. Lund, Mr. Jones, Mr. 
Buehner, and others, and I've certainly enjoyed the pure logger logic 
of those people. 

I was particularly impressed yesterday by the fact that almost 
none of us have the same conception of the problems involved. We 
knew basically that SBA had defined a small business concern in 
our industry as one being not more than 100 employees. And we 
have also been advised that sales will be made by written and sealed 
bids rather than oral bidding. The question, “Who or what is an 
affiliate?” is spelled out in such general language that it is difficult 
to tell who is what. We have been assured that there are people 
in SBA who can or at least will tell us in very definite terms what 
and who we are. So far, by admission, we have learned that no 
written criteria has been established; that the problem then seems 
to be one of procedure. The law exists and cannot be easily changed. 

Mr. Hipkins said that the Administrator would accept constructive 
suggestions, and we submit the following recommendations: 

irst, that those who manage the forests should have control 
of the sales. The Forest Service has incorporated in its manual in 
sections 2431 through 2445 certain procedures to be followed in set- 
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aside sales. They have stipulated methods of advertising, what their 
agreement is with SBA and methods of analyzing the needs of small 
business to purchase national forest timber. Under the last item, let 
me read some of the pertinent sections. This, incidentally, is taken 
directly from the Forest Service manual from the sections that are 
pertinent to the set-aside program. 

In their agreement, which was signed by Acting Secretary Peterson 
with the Small Business Administration, they said : 

The Department will afford the SBA an opportunity to review its proposed 
program of timber and other forest products offerings involving sales which 
have an estimated value of $2,000 or more. It is agreed that the SBA will 
consider the forest management and, other pertinent factors involved in such 
program and will review such matters with the contracting officer before re- 
questing a set-aside. Following consideration and review of the said factors, 
the SBA may request in writing that the contracting officer make certain set- 
asides for small business enterprises under authority section 15 of the Small 
Business Act. 


They also say that— 


an analysis should be made of needs and abilities of small business to purchase 
national forest timber, the needs of other operators for bidding opportunities, 
and the relationship of these needs to other factors controlling development of 
annual sales programs. Items to be considered in this analysis are as follows— 
and I’ll just read the headings. One is “National Forest Area Under 
Consideration,” two, “Allowable Cut in Sales Program,” three, “Fac- 
tors Controlling Development of Annual Sales Program,” and under 
that, “Silvicultural Requirements, Management Considerations, Policy 
Considerations, Comparison of Purchasing Needs and Abilities of 
Small Operators With Needs of Other Operators for Bidding Oppor- 
tunity. 

They also say that when the supervisor is uncertain as to the small 
or large classification of an operator, he should place the concern 
in the category which appears most likely, pending the time the 
Small Business Administration representative can furnish more 
definite information. 

After operators are divided into large and small businesses, the following 
compilations should, if significant, be made for each category: (1) The num- 
ber of operators; (2) the total volume from all sources processed last calendar 

‘year by firms which have bid for national forest timber in the last 3 years; 
(3) national forest timber cut in last 3 years; (4) the uncut timber under con- 
tract; (5) bidding analysis such as number of firms bidding, total number of 
successful and unsuccessful bids, class of firms participating in highly com- 
petitive bidding ; and (6) the alternate available sources of timber. 

Those, in brief, are the recommendations—more than the recom- 
mendations—they are actually by agreement between the Secretary 
of Agriculture and the Small Business Administration. 

We recommend that these procedures be adopted tentatively by the 
SBA and that they make an analysis of each operation, based on these 
procedures. Such analysis can then be submitted to the Forest Service 
and ‘other agencies for acceptance or rejection of the set-aside sale in 

uestion. Duplication of effort would thus be avoided and, though 
the Forest Service and BLM personnel would have the authority to a? 
prove or reject the sale, the initial request and reasons for it would 
originate with SBA and not with individuals. Determination of the 
needs of an operator in a given area would thus become the sole re- 
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sponsibility of the selling authority, and their knowledge of the 
area would: be a decisive and conclusive factor in making the decision. 

Second, we submit that private holdings of timber be eliminated 
in making an analysis of the needs of the operators. There are many 
reasons why private timber is held in inventory, and to force the cut- 
ting of these stocks in order to allow a company to qualify for an 
SBA sale or even to determine the overall requirements of an area is 
to literally take property without due process of law. 

Third, we propose consideration of a procedure which would keep 
small business concerns separated from large concerns. There has 
been a lot of discussion about small business concerns being allowed to 
bid on a hundred percent of the sales, whereas nonqualifying con- 
cerns can bid and have their bids accepted on only those other than 
set-aside sales. Isn’t it fair and equitable to simply rule that com- 

anies can bid only on sales within their own category? This, at 
east, lessens the Seesrlahinakion: The proper ratios are to be set 
up by SBA at the beginning of each year, and, in theory, each of the 
two types of businesses would thus avoid each other at the bidding 
tables. 

To inject another thought, and based on Mr. Jones’ statement of a 
few minutes ago—or, not Mr. Jones but Mr. Sohn—it probably also 
would create class conflict, but we have to take something, I suppose. 

Fourth, oral bidding should be the rule in all sales. Thoughts 
about what the other man may need and thus what he may do have 
often been disastrous. In oral bidding, an operator can go to his 
economic limits, or he can drop out at any time. In sealed bids, quite 
often the bids are much higher than necessary, because of a conscious 
fear that the competition will be rough. After all, no bid is less than 
the appraised price, and those who determine the base price should 
be happy with anything above that figure that they can obtain. 

Fifth, we suggest that in adopting Forest Service procedures, at 
least on a tentative basis, it will not be necessary for the SBA to 
struggle for regulations that are likely to please a few and displease 
many, until suflicient time has passed for oun to determine approxi- 
mately what is right and what is wrong. Experience alone will create 
the knowledge necessary to protect the people and the economy of 
many areas by promulgating rules that most nearly fit the situation. 

I would like to make it clear that it is our thinking that the Federal 
agencies that have been managing our forests are, in our opinion, 
still capable of doing so without the help or interference of other 
agencies. 

In conclusion, there are a couple of additional basic facts that I 
want to point out. 

(1) Small business operators in 95 percent of the cases are getting 
their fair and equitable share ; and 

(2) There is an overinstalled mill capacity in most areas for the 
timber available. 

If the above-suggested procedures are not outlined so there is dis- 
cretion by the people who know all the problems, set-aside sales could 
well be made when noi necessary or not needed; and if made, could 
upset the economics, payrolls, and forest management of any given 
area, 
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With the above-suggested criteria, any party aggrieved could have 
a right of review, whether he be a qualified or nonqualified operator, 
and such review could clearly be based on known standards. Only in 
this way will the timber industry progress. Both qualified and non- 
qualified operators are improving their utilization of trees and 
equally—and are equally competitive when they work at it. At no 
time should set-aside sales be used to injure efficient operators or sub- 
sidize an inefficient operator, regardless of the facts. 

The procedures above allow the SBA and the Forest Service to 
take this into consideration. I submit that although I disagree with 
the principle in the law, if the intent is to be carried out, the only effee- 
tive and fair way is to adopt the procedures of the people who know 
best to the end of improving the manufacture of trees and of being 
fair to all segments of the industry. 

Mr. Hiexrins. Thank you, Mr. Zachary. [Applause. ] 

The next gentleman on my list is Mr. Don Murphy. Is Mr. Murphy 
here ? 


STATEMENT OF DON MURPHY, DIRECTOR, EATONVILLE LUMBER 
CO., EATONVILLE, WASH. 


Mr. Mureny. Mr. Hipkins, ladies and gentlemen, after the last few 
speakers that were speaking, why, the pendulum swings back the other 
way. 

adies and. gentlemen, I am a director of the Eatonville Lumber Co. 
at Eatonville, Wash. 

I do not wish to talk here for one minute without taking the stand 
of our group. Some of the previous speakers have discoursed at length 
before they gave any stand. Others gave no concrete reason for their 
stands if they were against this set-aside. If they were against the 
withdrawal of Federal timber for small business, I will give my reason 
for taking my stand against the giants of the industry—not my small 
competitor, but against the giants of the industry—backed by facts 
and figures to show you why Senators Morse, Neuberger, Magnuson, 
and Jackson and many others have stopped the bell that could have 
been the very death knell of many of the operators who are here now 
against the withdrawal by the Small Business Administration of small 
timber, because they are not eligible under the present contemplated 
employment figure. 

Fellow operators, let’s get this straight. We are here as a group to 
get a job done. Let’s air our differences, but remember, presently we 

ave three enemies threatening our existence. One is the lumbering 
giants; two is our Federal tax laws. I cannot conceive of a group o 
timbermen being here as long as this group has and not come up with 
any reason why, through these Federal tax laws that we are being 
decimated. I can show you skeletons of sawmills clear from northern 
California clear to Blaine, Wash., and they’re shut down because of 
our Federal tax law and no other reason. 

The present Forest Service practice is the third one—of not buildin 
roads and salvaging the billion feet—billions of feet of bug-killed, 
wind-thrown, and otherwise completely worthless timber if not logged 
promptly. I hear a great deal about “Let’s be efficient ; let’s not waste 
a bit.” Yet, there’s enough timber going to waste to run hundreds 
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of sawmills—not one or two or a half a dozen—if we can get the 
Forest Service to go into a proper program. We're all going to 
have timber. The big boy can’t digest it as fast as it would have to 
come out. : 

Mr. Lund, one of our speakers yesterday—lI believe from Coquille— 
laid out a program I have been advocating for over 10 years. Let’s 
put pressure on the Forest Service and our Representatives and Sena- 
tors to correct this allowable. waste, which, if corrected, will improve 
our forest stand, not deplete it. I can’t see a thing wrong, boys, with 

oing into this timber and cleaning up this waste that is a source of 

infection to the live and growing timber and having a product to work 
on that isn’t costing the Eoverhatianik 1 penny to get removed. I mean, 
any time this is removed, ladies and gentlemen, you are removing a 
source of infection to the rest of your timber. Not only that; you are 
taking something that will ultimately be waste if it’s not removed in 
due process of time and turning it into a product that is merchantable. 

I have been associated with the lumbering industry since 1934 in the 
days of the old sign on the timekeeper’s shack. It said, “If you don’t 
fly—if you can’t fh , don’t light here.” The companies—these big com- 
yanies who had a record of being founded on tank cars of human 

lood of the dead and injured men who had worked for them. 

I worked on a 21-man crew on a Willamette skidder in 1938. Three 
men were killed out of this 21-man crew in the months of August, 
September, and October of that year. Three more were seriously 
injured, one so seriously injured he never worked again in the woods 
in his life. I worked for a camp on the Columbia River that killed 
nine men in the first 9 months I worked for them. These are the 
ne who now so piously cite their safety records. I have worked 

or practically every one of our present timber giants, and the only 
time I was fired from a job in my life was shortly after I was ordered 
by a side rod—a large logging camp in the Puget Sound area—to skin 
a big log out of a pile. And I told him it was too big and someone 
might get hurt. On this second command, I went ahead and tried 
to peel the log out of the pile. It wasn’t 5 seconds later, one man 
was killed and two were carted out to be placed in the hospital. At 
that time I became real active in the local union. I was a charter 
member of the union here in the Columbia River district in 1935, 
right after the strike. The 19-year-old boy who was killed was my 
best friend. As we carried him down from the mountain that day, 
I swore, no matter what it cost me, to see safety and justice come to 
the logging industry. I was fired for trying to get safety. Would it 
cost the company too much? That seemed to be their opinion. If they 
started making things safe, why, they might not make quite as many 
dollars. 

The same is now true of the small operator, which I will show and 
prove—I won’t come up here and put out a bunch of talk about efficient 
eee or inefficient operators. Certainly I don’t think an in- 
efficient operator should be subsidized. But I don’t think an operator 
should be put out of business just because he isn’t big. And I will 
prove that they have been put out of business all up and down the 
coast for only one reason—they weren’t big and didn’t have sufficient 
money and supply of timber behind them. 

In our national parks, forest disasters such as the Kautz Creek flood 
in 1957 in the Rainier National Park are always occurring. The park 
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rangers swear this jumble of rot and snags, a breeding ground for 
forest insects, is a thing of beauty. Yet, it remains there today. Had 
it been sold in 1947, it would have ran the Eatonville Lumber Co. for 
3 years and would have given the Rainier National Park enough 
money to build the high-level buildings and everything needed for 
years to come. Today Eisenhower says, “Scrimp, save—can’t afford 
anything,” while this and many eyesores could be cleaned up and he 
could have his cake and eat it. 

We need facilities at Rainier National Park. Rotting on the 
ground all through that park is more than enough money just rotting 
away to put every facility in there that arias could contemplate 
wanting. And I don’t know any picknickers that go out there and 
try to crawl through that jumble of snags and windfalls. The 
rangers say it’s a thing of beauty. It has to stay there in this form, 
and yet you couldn’t get through there by any manner of transporta- 
oe without maybe taking a half a day to go through a half a mile 
of it. 

In 1955 in the Eatonville area, company X bought a patch of timber 
4 miles from the Eatonville Co. mill. They paid $88 a thousand for 
Douglas-fir, $37 per thousand for white fir, hemlock, and cedar. These 
are facts, ladies and gentlemen. I'll tie this all in together, and I 
want somebody to get up here and take my argument apart. This 
timber was on 469.10 acres of land. It sold for $4,260.93 an acre. 
That’s just the timber, not the land, for a total sale price of $1,998,378. 
How’d you like to try to log in there? How wall. you like to try to 
run a mill out of that supply—that kind of a pepe cking of stump- 
age? The footage was 15,567,000 board-feet of Douglas-fir, 1,024,000 
board-feet of cedar, and 15,962,000 board-feet of white fir and hem- 
lock. The timber adjoining this sale by the company and two other 
companies was equivalent timber. 

Now, let’s see what their property tax treatment was. They pay 
on 25 percent assessed valuation in this area.. So, figuring the 25 per- 
cent of this sale and looking at the taxes paid in 1955 by these com- 
panies, I found them paying 1/34 of the normal 25 percent—tax on 25 
percent value at the price this sale brought. Well, somewhere you’re 
going to have to havea break here. One of them says it’s practically 
worthless for property tax, and they say it’s worth bokadoola for 
long-term capital gains. 

I haven’t heard a word about the thing that’s been forcing most of 
19 peers out of business, and it’s been long-term capital gains, 
117-K. 

A roadbuilding job and a logging job in this timber was estimated 
at cost as being $20 per thousand. That’s for the logging and road- 
building. That’s not for the hauling. The hauling to the reload, 
$6.50; reload, 50 cents a thousand; rail haul, approximately $3.68; 
rail log dump, $2.15; four sorts in salt water, a dollar ; $20 to $30 tow 

er raft to immediate log storage; average old growth tow rate from 
og storage to company mill, $2.16 per thousand (rate based on 
Northwest Towboat Association rate), for a cost of $36.13 for the log- 
ging and removal of this timber and to be placed in front of the slip 
at this neers mill, which at the very best is a break-even price. 
I want to conservative. I believe the loss incurred by loss of 
sinkers and loss from rafts, shatter in dumpage, would run this much 











SET-ASIDES IN SALE OF GOVERNMENT TIMBER 75 


higher. At this cost, however, which I know is underpriced, all 
grades of Douglas-fir cost this company $124.13 per thousand feet ; 
hemlock, white fir, and cedar, $73.13 per thousand at the mill. 

Ladies and gentlemen, I want to see some of these guys that are 
hollering, “Let’s kill the inefficient operator,” tell me how he could be 
efficient enough to pay more by a substantial amount for his logs 
than he can get for his end product. I want somebody to come up 
here and explain that. 

This means that with No. 1 Douglas-fir peelers selling for $110 per 
thousand feet at the time of this sale—this is boomed and raft in salt 
water—and camprun hemlock and white fir around $50 and the cedar 
below this price—it certainly looks like the acme for losing money 
real fast. But no, under our long-term capital gains law, the vast 
holdings of this company and others who were Midding on the stump 
for the timber and bidding higher for the timber than the price the 
logger could get for it at the mill meant, of course, income taxes that 
made up many times over for the losses they were suffering on these 
isolated sales. 

Now, ladies and gentlemen, this particular company wanted to put 
this mill out of business, and they did. They did. They not only 

ut them out of business. They picked up a portion of their sales. 

he same old thing—lets squeeze and get them out of here. They’re 
competition. We don’t care how we 3 it, Just so long as we don’t 
get caught doing it. Well, I intend very thoroughly to bring this out 
in such a way that if they don’t get caught, they’re going to back off. 

With the recognition of the values the big companies were establish- 
ing through the long-term capital gain law, 117-K, the death knell had 
rung for the independents within the scopes of these giants of the tim- 
bering industry. No matter how eflicient—how integrated and busi- 
nesslike these operators were—if they were big enough to be competi- 
tion and had to depend on part public sales, their plants closed their 
doors. And I mean this, gentlemen. The smoke no longer rolls from 
the smokestacks. The hum of industry was muted; homes were aban- 
doned ; communities shriveled and became either towns of commuters 
or an area of old-age pensioners and welfare cases. 

What had communities done to deserve this? They were guilty of 
one thing—that of being located in the heart of a big timber country. 
The big companies, through our country’s tax laws and lackadaisical 
timber sales, were able to monopolize, as never before in history 
thought possible, by keeping the Forest Service sales low in volume— 
the rangers were getting the last bleeding drop of blood from the 
small operators who were desperate to stay in business. The big com- 
panies were able by high bidding to keep them out of the larger, better 
stands. This rat race continued to play into the hands of the big 
companies. So, as the medium-sized companies sized up the situation, 
they started to get on the bandwagon with what reserves of timber 
they had left. 

Now, in our area—the Tacoma area—Lindberg Hobey merged with 
the St. Paul & Tacoma Lumber Co.; St. Paul & Tacoma Lumber Co. 
merged with St. Regis; this spring, Northwest Door, with what re- 
serves of timber they had left, merged with St. Regis. Many others 
are losing their identities in mergers all over the Pacific Northwest. 
It’s getting to be, up in our area now—if you want to log, where are 
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you going to sell your logs? I guess nobody needs to tell you when 
ya got one panna left—or two—to sell them to. What’s going to 

appen to you? That handwriting is right up there on that wall. 
And I think it’s a godsend to have a little help here from our Sen- 
ators, to alleviate the destruction that is being sought by the big 
giants of the industry. 

There is the constant harassment of the small operators who are 
trying to stay in business by the agents of the Internal Revenue Serv- 
ice. They bully and blackmail the small operator into reducing 
his capital gains on his timber. If he persists in asking for a fair 
capital gain—usually, one-half or less of what the big companies get— 
his gains are thrown out completely, and he is taken to court. Then, 
being short on money, he employs an accountant and an attorney who 
do not understand the tax law as completely as they should, and he 
is murdered again. 

I will take my own case asanexample. An agent from the Tacoma 
office began a study of my 1951-52 tax returns. After 14% years, he 
decided to throw out my long-term capital gains, as there was nothing 
else for him to hang his hat on but one tract of timber that had been 
depleted a little too fast. At this time this agent made his statement 
in front of my wife, Fred Knutson, my accountant, and myself: 

Long-term capital gains were intended for large companies like the Weyer- 
haeuser Timber Co., who have held their timber 30 years or longer. 


I wish to advise the law reads: 


Timber bought and held 6 months before the beginning of the fiscal year in 
which it is logged is subject to the long-term capital gain treatment. 


We have some attorneys here. If I’m wrong, they’re real welcome to 

t up here and tell me so. But the agents of the Internal Revenue 

ervice do not respect the letter of the law if they can blackmail the 
small operator into noe advantage of it. 


A hearing was held in the Seattle appellate court to settle this mat- 
ter out of court. I had declared $20 a thousand as the value of this 
old growth fir, which ran 60 percent peelers. The haul was $8 to the 
market, with no roadbuilding costs whatsoever. The road was al- 
ready in. This was thrown out in 1959—1957 and 1958—and I paid, 
under the threat of liquidation, a little short of $18,000. It was a 
hundred dollars or soshort. An illegal tax and penalties was assessed 
upon me. This was the same locality that timber of this type was 
selling in 1951 and 1952 for $38 to $62 on the stump. Then this sale 
of 1955, 7 miles away, sold for $88 a thousand. I'd like to have some 
of these fellows that are in the fringe areas now that can operate yet 
come up and look a real situation over. Come up and price some of 
our timber sales and see what happens when you're surrounded by 
these giants. I mean, you can get out here to Boise or over here at 
Coquille or somewhere and you still got a little bit of feeling of in- 
dependence. I don’t blame you. Ten years ago, I felt independent. 
I didn’t want the Government messing with me. Why I could make 
it fine. But you don’t know how quick that can change—how fast the 
octopus can grow; how quick one of his arms can get around you. 

Mr. X of the Seattle appellate court was in charge of the hearing. 
After 4 hours of negotiation in which they got up from the 9.63 I had 
originally paid for this timber to a price—a very generous price of 
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$11.50—now, gentlemen, this is timber that’s running 50 percent Doug- 
las-fir peelers—60 percent, excuse me. And of the 60 percent approx- 
mately half of it was running No. 1 at $110. And Pm told by this 
gentleman that 11.50 would be a right fair price for me to take, Of 
course, if I want to pay the whole thing in question, they’re going to 
throw out everything. I’m not going to be allowed anything. Now, 
you might as well let us give you a little bit. here and pay the balance. 
And I said, “Well,” I said, “if this isn’t blackmail, I don’t know what 
blackmail is. I’ve been subjected to about every kind of intimidation 
during cv 2 lifetime, but this is about the acme.” 

_ So, with my attorney sitting there, my accountant, and 4 hours go- 
ing by and it’s costing me a lot of money, I said, “Well, Mr. X, do you 
really want to settle this?” And he said, “Why, I certainly do, Mr. 
Murphy.” “Well,” I said, “wonderful, because I’ve got a decision that 
you can make here real quick that will prove whether you want to 
settle this thing or not. I will name 10 timber companies and you 
pick out the one you treated the worst, and I'll accept his gain.” “Oh 
no,” he says, “I can’t do that.” “No,” I says, “because you allowed 
any one of those 10 more than I even asked for.” 

Benjamin Franklin once said that without small business, big busi- 
ness could not exist. However, if present trends continue, the big 
timber companies will destroy themselves by antitrust action. The 
small businesses in the Northwest want to survive, not destroy the 
larger operators. But I know that now is the time to hold the line. 
I believe that the operators who have not been offered deals to distort 
the picture on what the people of the industry really want, that will— 
that they will back this new law and work out the matter of the 
employment with the Small Business Administration with the 
medium-sized independent who cannot now take advantage of this law. 

We have to have unity in our program, and I feel that we should 
all work together. Mr. Joe M. Crahane said he did not want to see 
the inefficient operator helped because of his inefficiency. He was one 
of our speakers yesterday. And that more or less kind of clouds 
up the deal; we’re arguing and hasseling here amongst ourselves. 
And, of course, the big people are gloating every time they see us 
arguing about being jealous of whether you’re precluded or I’m in- 
cluded, or you’re liable not to get in, so you’re against it. 

I’ve heard a lot of talk here about our American system—how good 
it is. I doubt that very many of these gentlemen that got up here 
today had the intimate contact with the big timbering giants that I’ve 
had. I doubt very much whether any of them has been ordered to kill 
his best friend when he knew it could happen. I can’t be very senti- 
mental about them. I just—I don’t feel for them. But I do feel for 
all the medium-sized independents throughout the oes of the Pacific 
Northwest who are having to compete with them. How else could 
companies who started with timber holdings and a few mills 10 years 
ago and today own package incorporations and have complete, inte- 
grated control from the log clear out to the end of all markets and all 
divisions, except through not paying taxes. You can’t make that much 
money if you can’t find a loophole to avoid paying those taxes. When 
you find that, why, you stifle and kill your competition to get their 
market. 
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That’s the problem, gentlemen. The problem isn’t who’s going to be 
included and who’s going to be precluded. I think we can all get in 
on this. I don’t think the Small Business Administration is going to 
be adamant and say, “We can only have businesses with a hundred 
men in it.” We need all of the medium-sized operators, small op- 
erators, and all banded together to hold the line. 

Some of the people here who’ve gave speeches previous to mine have 
wildly accused the operator that would take advantage of this set- 
aside sale provision—an inefficient operator—because of the chances 
that he might be precluded from poreeerint Well, remember, 
ladies and gentlemen, we’ve got to start somewhere. I suggest we 
accept this law. We might as well; it’s in effect—Public Law 85-536, 
Public 85-699 as it relates to the timber industry—and immediately 
band together and ask for a larger employable group to be eligible. 
But Tl be damned if I’m inefficient because I can’t pay $88 a thousand 
for Douglas fir timber—fall, buck, yard, load, haul it 30 miles and 
dump it, plus road-building costs and graveling for nothing. That’s 
exactly a I could get out of it, is absolutely nothing. Yet by some 
of these previous speakers’ statements, I’m inefficient. I can’t stay in 
business. I want him to come up there and try to buy some timber in 
that area. Oh, we’ve had a lot of people come in. Oh, boy, we’re 
going todoher. They walked out of there with holes in their pants in 
a yene or two. They lost their outfit. They thought they was smart. 
Oh, boy, they was independent. They made it where they was at. 
Those big boys will put holes in your pockets real quick. Gold bricks 
could fall right through them. Because according to my figure, the 
stumpage price on that particular old growth fir in the area is about 
what the sale price for camprun Douglas fir is, delivered to the dump 
in Tacoma. 

In answer to Alkin B. Haslett, Coquille Valley Lumber Co., who 
stated the giants of the industry are not trying to run the efficient 
operator out of business—am I laughing about that. This is the area 
that has not felt the crush yet of these giants and what they can and 
willdo. If we don’t stop them now, I would like to talk to Mr. Haslett 
in 10 years and see if he’s either gone broke or merged. 

Again I say, watch the octopus grow, because you’re next unless 

ou’re so well isolated because of topographical conditions or the tim- 

r’s in such scattered and isolated areas, a big concern wouldn’t be 
interested in moving in. So, unless those conditions exist in your area, 
watch out, boys, they may be eating you next. 

I’ve heard the shills and the ciacks for the big companies have their 
say against it, but not one reason. I haven’t Satie one speaker up 
here from one of the big forest giants. Where are they all at? Where 
are they all at? Why are these little people up here—purportedly 
little people—knocking it? I mean, it doesn’t make sense. I know 
who’s knocking it. Where are they at? Why don’t they get up on 
their hind legs here and say, “We don’t like this. We’re precluded.” 
But not in one instance have I heard a man from one of the big timber 
companies get up and say one word. They have their representatives 
here. They keep a little buffer between them and—coming out here 
in the open on this. They don’t want this thing. I’ve talked to two of 
the officials of two of the biggest companies in the world. And they 
said, “We'll get around this.” As Mr. Walker said yesterday, they 
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either adapt themselves to fit it, or go around it. And they have 
their plans all made how, when, and where they’re going to go around 
it. But if they can kill it—which they also made this statement, 
“We're going to kill it if we can; but if we can’t, we'll go around it.” 

Don’t you think those boys are getting to be sentimentalists and 
they’re going to let us have something. We're going to have to fight 
to get it. After we’ve got it, we’re going to have to fight to keep it. 

I was talking to two officials of these timber giants—I’ll go over this 
again—since the law went into effect. They were blatting about how 
they could and would get around this law if they couldn’t kill it out- 
right. So, I think the thing for us to do is to accept this law and 
police it. I don’t think too many of the people here, outside of neon 
that probably are interested in the bigger companies, are really 
interested for their own good in killing this law. I was offered starv- 
ing-to-death deals by three of these industry giants in 1954 and 1955. 
But after sales for those years went 60 percent—when approximately 
60 percent of the sales in our area that year went for as much on the 
stump as I could get for it delivered, I couldn’t see any reason for me 
using their money to buy timber with, and then giving them the logs 
and owing them money. Then I’d—they’d have taken my outfit. So, 
at that time I laid off. my crew and worked seasonal, part time, and 
waited for this day to strike back. You want to remember that a little 
guy like David killed Goliath and with a very small stone. And I 
think this law is our stone. We don’t have to kill anyone with it. I 
think just the threat of using it will be enough to help out these me- 
dium-sized and small operators. 

Now, Al Hartung, whom I know quite well—I doubt if he knows 
me, but I was an original charter member into a union that he was an 
official in here some 25 years ago—I mostly agree with him on his idea 
that was put out here this morning, except I will say this. That 
usually a small outfit is harder to police and keep union membership 
in than a big one, that the bigger companies are easier to handle and 
control; so, 1 mean, he isn’t going to be too controversial on this one 
way or the other. But I da belie that in speaking of the waste in 
the small mill that he should have gone a little farther with the waste 
that we’re having in our national forests today. 

Now, we had a little storm here last November the 5th, and there’s 
one of the little areas in our country that was virgin, old growth 
timber—this article is out of the Seattle Post-Intelligencer by Fer us 


Hoffman—and it goes into detail oxpieinng about it, to the effect 
) 


that a half billion feet of timber was blown down, which is very con- 
servative. Three of the major companies in our area—no, four of 
them—the four major companies in our area had that much blown 
down. I figure that the national forests in the area are four or five 
times as large as these particular areas. I can show you areas where 
there’s 80—approximately 80 acres, and other places approximately a 
hundred and thirty-five, forty acres—and that’s 5 or 6 miles from a 
road—that blew down during this storm. There isn’t a tree left stand- 
ing. It’s high level—Douglas-fir, hemlock, and noble fir—those spe- 
cies. And it won’t be good for much over 3 years. Today there 
hasn’t been any move, to my knowledge, made to start putting roads 
into these two areas of blowdown. Undoubtedly, they will, but by 
the time they get there, probably it will be sold to a pulp company. 
It will be too rotten to cut up in a small mill. 
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But I think things like that should be taken care of. I think they 
should have been taken care of yesterday. I think that all of us 
people who are worried about timber, if the proper approach was 
taken to it for 10 years, we’d have no worry. 

I was quite impressed by Miami Veneer this morning. They’re just 
dead set against the set-aside. Efficiency should not—should be the 
yardstick of whether you can stay in business or not. I want them 
to start paying more than they get for their end product, for their log, 
and show me what efficiency gets them. Maybe down there where 
they’re operating, somewhere around the Tillamook burn, I under- 
stand, why, they don’t have the competition we have. Big timber 
companies more or less moved out of that Tillamook burn area after 
it burned. The little operators have been in there ever since. And 
I agree with him in one sense of the word, and that is that I believe the 
operation should be complete; I believe it should be integrated; I 
believe that if they have a sales force here and everything they need 
within their organization—they run over a hundred men—lI believe 
they should draw the benefit under this law. I think that ought to 
take care of him, just coming down here and working here and getting 
this thing taken care of with the Small Business Administration, that 
end of it. 

Western Forest Industries—Mr. Jones got up here and he talked 
long, and not once did I hear him mention the competition, the method 
by which the big giants were squeezing the smaller companies out of 
business. He says most of his people are little people. He don’t 
talk that way. It doesn’t sound like they’re little people. He wants 
750. He must be representing some pretty big ones. And I think a 
lot of his remarks seat the Small Business Administration are not 
only unwarranted but I think they were absolutely uncalled for. He 
did a lot of condemning, but he didn’t condemn the real criminal in 
my book, the one that uses every unethical kind of method to force 
their competitors out of business and pick up their markets and get 
their timber. 

It used to be a cemetery lot you’d find—what they did. Now, you 
can go up here—up and down the coast—and see these mills. They’re 
shut down. Little communities shriveled up. They don’t fool 
around. They come right out and tell the logman, “Look, we’re going 
to put you out of business. You might as well fold up and get set. 
We're giving you a good fair and square chance to get out.” And of 
course, by including 750, why, you’re getting up there pretty big. 

And Mr. Sohn, Sun Studs, made this statement: “We have not 
asked for this this.” Well, he might not have. I did. There’s been 
thousands of other operators that did. Not the amount of people 
that’s in this room, but thousands and thousands of them. I wrote 
my Senators and Congressmen at least a hundred letters in the last 
10 years. I think the rest of them are getting the squeeze put on 
them—we’re probably doing the same thing. This law wasn’t put 
through by a bunch of people figuring they ought to get class legisla- 
tion or class jurisdiction put through, but popular human acclaim— 
by their constituents who sent them there. We send those people to 
Compan and to the Senate. We don’t like what they’re doing, we 
write them. We figure some classes being prejudiced against, which 
I think the small businessman has, and we start writing about him. 
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It’s been my observation here in the last day and a half, ladies and 

ntlemen, that most of the people that were against this are either 
arger than the hundred employment group or contemplating getting 
larger or firms who may fall out of this group size. I’ve worked in 
the area of these lumbering giants, and I cannot, in my estimation 
find any indication of them tolerating a medium-sized or small mill 
continuing to operate if they can buy his log supply and put him 
out of business. That’s been my observation and I think it’s very 
accurate. 

There isn’t much more for me to say now, except I’m willing to 
answer any questions from anybody, anyhow, and I think we should 
all get in here and back this law up. And if there’s something we 
don’t like about facets of its, let’s get in here and work and get those 
facets changed. I don’t think anybody wants to—wants to get this 
thing fixed up here where .he—where those big companies are going 
to force the rest of you out of business. And I thank you. 
[ Applause. ] 

Mr. Hirxtns. Thank you, Mr. Murphy. Is Mr. Neal Brown here? 
Mr. Neal Brown. Mr. Neal Brown is not here? 

(No response. ) 

Mr. Hiexins. Mr. Norman Taylor. Is Mr. Taylor here? 


STATEMENT OF NORMAN TAYLOR, DIRECTOR, FOREST INDUSTRIES 
MANAGEMENT CENTER, UNIVERSITY OF OREGON, EUGENE, 
OREG. 


Mr. Taytor. Gentlemen, my name is Norman Taylor. I am the 
director of the Forest Industries Management Center at the Uni- 
versity of Oregon, Eugene. I realize it’s difficult to follow a speaker 
such as Mr. Murphy, but I’ll make an attempt to cover a few points 
which were raised particularly yesterday, which I hope will be con- 
structive. 

I perhaps ought to say at the outset that I have no ax to grind. 
I do not represent any segment of the industry—certainly not the 
giants. 

Before discussing some of the points that were raised yesterday, 
T’d like to make one brief observation. The difficulty that has been 
experienced in other industries in the attempt to legislate away the 
technical or institutional developments of a particular industry. I 
think we’ve all observed the difficulties with resale price maintenance, 
fair-trading legislation, particularly on the part of the small drug- 
gists, the anti-chain-store taxes originally initiated at the instigation 
of the independent grocers—mama-papa stores—State unfair trade 
practice laws, and many others, which have either been abortive or 
of very little effect. 

It was argued yesterday that the set-aside provisions will preserve 
competition and, in fact, increase it. The proposed solution, in read- 
ing the legislation, however, is to reduce the competitors for stump- 
age—at least, in certain areas or in certain sales. Competition ap- 
pears to be OK for others or at certain levels. It was also argued 
that these provisions would overcome the shortcomings of the Forest 
Service ot the BLM marketing programs. This I find some diffi- 


culty in following the thread of the argument. The solution here 
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would seem to be to work through legislation which directly affects 
these agencies instead of the weaker permissive provisions of Public 
Law 536, which at best is devious and indirect. 

It was also argued that higher revenues to the Government would 
be realized under set-aside sales. Now, this statement, perhaps, can 
be characterized as either true or false. If the statement is false, it 
ought to be ignored. If it is true, I would find it difficult to explain 
why it should be so. It is already possible to add to Government 
revenue under the present practices. Individuals can simply bid 
more for stumpage, and this is evidently what was implied, because 
it was stated and I quote, “The small set-aside operators will pay the 
going or a higher rate.”> It would appear that if they were doing 
this at present, there would be no purpose for this meeting. 

It was also argued that the set-aside provisions would accelerate the 
cut. This, I believe, is a decision unaffected by the Small Business 
Administration—or the Small Business Act. This is determined by 
the Forest Service and BLM policies, partly by the estimated inven- 
tory that is the allowable cut calculation for sustained yield and also 
by their respective budgets—the money available to prepare sales. 

It was argued that the set-aside in practice would prevent monop- 
oly and increase competition. As an economist, monopoly is defined 
as a single seller. This isn’t what we are talking about. The tech- 
nical term would at least be monopsony, which is a single buyer. I 
find it*difficult, with some 5,700 sawmill and logging firms in the 
State of Oregon, to accept a monopoly argument. At best, it is tenu- 
ous and perhaps at least premature. That’s not to say that those who 
are concerned about the trend ought not to take steps to prevent it, 
but at least I think we ought to use the appropriate terminology. 

It was also argued there would be greater realization or conversion 
to salable products by the practices of the set-aside operators. It 
has been my experience or observation that development of whole log 
use has not been led particularly by small firms. It is difficult to 
imagine them setting up or finding $10 million or $15 million for a 
pulp plant or even $600,000 or $700,000 for a veneer or particle-board 
operation. The unutilized wood-chip resource in Oregon is estimated 
to be equal to twice the amount presently so used, and in large meas- 
ure the unrecovered production—and this is in large measure the un- 
recovered production of the smaller nonintegrated plants. The so- 
called large firms are more typically Saaaeare than the small ones. 
Too many operators in Oregon, as elsewhere, are specialized still in 
@ narrow product line. That is, in the products they receive from 
the logs. It’s not unlike slaughtering pigs in order to get the pork 
chops and throwing the rest of the carcass away. 

It was argued yesterday, also, that the smallest operator produces 
as efficiently, in terms of production costs, and has as good a product 
as the big firm. If this is universally true, I wonder why there isn’t 
a Ben. business administration holding hearings in this auditorium 
today. 

It was also argued that set-asides would increase decentralization, 
and this is in the national defense interest. We all know the plant 
location is decided by many factors—most importantly, perhaps, 
where the trees are—but also by market considerations, transporta- 
tion costs and facilities, the type of terrain, local taxes, supply of 
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labor—many factors which are equally important, and, in some cases, 
more important than the size of sales in determining location. To 
argue in this fashion, I think, clouds the issue. 

It was argued also that the set-asides will equate the demand for 
stumpage with the supply of stumpage. This, I submit, would be 
fine if it were true. The demand for stumpage, however, is not a 
function of mill eapacity, but rather of the market for the finished 
wood product. The demand for lumber is desired primarily from the 
demand for houses. This demand, in turn, is a function of many 
things—income, employment, the interest rate, housing legislation, 
Fannie May and FHA appropriations, the Treasury and Federal 
Reserve Board policies and a host of other factors. Demand exceed- 
ing supply is one problem. It appears that this is the only problem 
recognized, but there are many cases where supply may exceed de- 
mand. Any time you look out the window and see a 3 months’ in- 
ventory of finished, dry, surfaced—or finished, surfaced—excuse me— 
surfaced, dry lumber in the yard, somebody got too much. Prob- 
ably the other guy, but there was too much available. It isn’t 
moving. 

The point is that this problem is not solved by the regulations un- 
der discussion. They are affecting neither side of the demand-sup- 
ply equation. Supply of stumpage is determined in the connotation 
of this hearing by Forest Service and BLM policies—under pressure, 
perhaps. Set-asides only will affect the distribution, not the total 
amount. The effect of demand for stumpage is also not altered. It’s 
unfortunate, perhaps, that trees cannot be matured in cycles that 
agree or sacaaite match market needs in terms of size, quality, species, 
and so on. You do not create a greater demand for wood products 
by building larger capacity mills. Any more than you can get fat 
by buying a bigger belt. 

There were some comments about definitions that gave me some 
anxiety. I heard one in the hall yesterday morning which seems 
to be the most relevant of the various definitions of operator size 
that I’ve heard. One gentleman said that the small operator—the 
only definition on which there would be agreement is that a small 
operator is someone who stands less than 5 feet 4 inches. Any divid- 
ing line is arbitrary, capricious, and probably unworkable. If it 
makes sense to divide operators into large versus small, it probably 
makes twice as much sense to have large, medium, small, and tiny, 
or any larger number of divisions. The implicit assumption in any 
division is that the present distribution of sizes is ideal and there- 
fore ought to be preserved. And this is not necessarily so. I might 
make a facetious suggestion, which might find favor among some of 
you. We could, perhaps, take a poll of the group here, find out who 
1s the largest operator and define a small business as that number plus 
10. Then we'd : all get in under the umbrella. 

The efficient operator has been belabored here. Apparently, every- 
one is efficient according to the remarks made the last 2 days. An in- 
efficient operator is anyone who failed more than a year ago and who 
doesn’t plan to reenter the industry. 

There are many other criteria for size which might be employed by 
the SBA determining eligibility under the regulations. It would be 
just as sensible and workable to use other factors, such as volume of 
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sales, or a variable factor or measure—standard—using size relative to 
the effective competitor, say, in a given working circle. Or size rel- 
ative to the average of the area, or of the mills cutting a particular 
specie, or some combination of these. Perhaps even the addition of 

uality to factors for those who are more eflicient—recover more of 
the log or in other ways show evidence of good management. I sub- 
mit, gentlemen, that any standard inevitably will be inequitable. 

For example, there is a dilemma here on the part of the SBA. If 
the number of employees re is set too high, the law will be in effect 
abortive and not be operable—too many people are eligible. There is 
no effective distinction. If the figure is set too low, “you immedi- 
ately increase the number of firms who will oppose its operation. I 
suspect that not all of the advocates are entirely altruistic. 

My comments in no way are intended to alienate the friends I have 
in the industry who happen to be eligible under the legislation. One 
could similarly find fault with some of the arguments of the anti-set- 
aside representatives. While the law has already been passed and dis- 
cussion would seem to be academic, it appears still to the subject to 
— and for that reason I wanted to make these comments about 
the law. 

With apologies to the Government representatives here—I can speak 
as a former Office of Price Stabilization economist, so I’ve worked 
both sides of the street—letting the Government participate in your 
enterprises, that is, more than it already does, is extremely hazard- 
ous. It’s not unlike the camel which is permitted to put his head into 
the tent in a snowstorm—or in a sandstorm, excuse me. The first 
thing you know, he has crawled all the way in, and you’re outside. 
In sum, while we are not debating whether we should have this 
particular legislation, I should like to comment on some of its weak- 
nesses, 

First, logging and sawmilling operations nationally are too di- 
verse to be separated so cavalierly as they now are with a single stand- 
ard for all areas. 

Secondly, it does not affect the supply of stumpage; it merely 
allocates it, despite the legal terminology in the law to the contrary. 
An increased stumpage supply will come from cooperation with the 
Forest Service and the BLM directly, by appropriations for roads, 
increased sales budgets, salvage of diseased trees, blowdown thinning, 
prelogging, and so on, with the bonus of recreation and better fire 
protection. 

Third, it is a poor law which would enable in some working circles 
all mills to qualify and in others prevent any from qualifying, when 
in each situation, there may be a wide range in sizes of firms. 5 think 
it is highly significant that many qualified—or, excuse me—eligible 
mills oppose the set-aside. It appears that none of the unqualified or 
ineligible have at least spoken out orally in favor. It is significant 
also that the BLM and the Forest Service are not jumping with joy 
over the prospect of administering it. I imagine it’s going to hamper 
cameo the rest. of the work they have to do. 

Fourth, if the advantages under the set-aside were substantial, 
it would seem to indicate that no eligible sawmills would be encour- 
aged to expand. Perhaps some larger ones would tend to decrease 
their size. We would be left, then, with an industry of very small or 
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very large, and this is a most unnatural and definitely abnormal 
situation. If, on the other hand, there’s no real advantage to the 
provisions, the law has no effect, and it is actually sterile. It’s like 
passing a law against sin. I wonder if the small operators really are 
willing to trade the opportunity for growth and expansion for the 
limited survival protection of this law. 

The meee as now written, then, seems likely to have either no 
effect or be an adverse long-range effect in lost freedom of decision 
for the individuals and in the restraint of natural market forces. 
I think the integrated, full-recovery plant operator is likely to be 
penalized. It was mentioned yesterday that he may even be encour- 
aged to clearcut stumpage that he owns in order to be eligible. 

One comment I’d like to make regarding Mr. Murphy’s observa- 
tions as he preceded me. The set-aside provisions demand that the 
small operator must pay the same bid as the big sale in which—in 
conjunction with it— or a minimum bid if there were several lar 
blocks sold. All of his remarks, then, appear to be somewhat beside 
the point. The present law will not affect the problem he devoted so 
much time in explaining, namely, the large firm bidding a very high 

rice for the stumpage. The small operator under the set-aside regu- 
ations will still have to meet a minimum price if there are several 
units or the actual bid price if there is only a single unit. 

In conclusion, while there’s not time to explore the possibilities, 
I believe that many things can be done and should be done to assist 
small sawmill and logging operators, but I do not believe that Public 
Law 536 is the road to take. What is needed is legislation that pre- 
serves the opportunity to enter the industry and which creates a 
favorable and equitable business climate on a free and competitive 
basis, not laws which make decisions for you or guarantee a profit, 
however opportunistic or appropriate they may seem at the time. 

Thank you. [Applause. ] 

Mr. Hipxrns. Thank you, Mr. Taylor. Is Mr. Roy Swanson here? 


STATEMENT OF ROY C. SWANSON, PARTNER AND MANAGER, 
SWANSON BROS. LUMBER CO., NOTI, OREG. 


Mr. Swanson. Mr. Hipkins, ladies and gentlemen, I am Roy C. 
Swanson, partner and manager of Swanson Bros. Lumber Co. at Noti, 
in western Lane County, Oreg. 

I’d like to say here that we are members of Western Forest Indus- 
tries Association. I am a member of the board of directors and I 
fully support the statement made by Mr. Jones prior to my appear- 
ance here. 

While we do own and operate in our own timber, we are dependent 
upon public lands for the major part of our timber supply, as are 
most of the mills in our area. We are vitally interested in the 
management and sales policies of our public agencies as they apply 
to us and our competitors. 

Our company has always operated on a single-shift basis, using 
local labor, and has never employed more than the maximum number 
of people designated as small business by present standards of the 
act. We are well within the class of those eligible to purchase timber 
under the set-aside program. We have no affiliates. We are self- 
financed and completely independent. 
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The basic problem, of course, is to get a continuous supply of raw 
material which is available under equitable conditions, so that the 
ingenuity, efficiency, and initiative of the individual operator is the 
determining factor in the success or failure of his own enterprise. 
If equitable conditions prevail, the profit incentive has historically 
been sufficient to provide the ingenuity, efficiency, and initiative 
necessary to operate a successful business. 

It is apparent that the act itself may create inequitable situations. 
An operator who employs 99 ple and who has not purchased what 
he considers his fair share of the public timber offered for sale may 
exclude his competitor who employs 110 people simply by convincing 
the public agency and the Small Business Administration that there 
is a need for a set-aside sale. His efforts, then, are directed toward 
demonstrating his need rather than increasing his efficiency. If such 
an operator were considering the installation of additional equipment 
to enhance his competitive situation, he must necessarily refrain from 
adding to his labor force. His competitor, on the other hand, must 
determine if it would be better to reduce his labor force and perhaps 
his standard of utilization to maintain @ profit ratio equal to the first 
operator. Any regulation which uses the size of the labor force as 
a yardstick for determining eligibility to bid immediately runs into 
the question posed by the great variation encountered in utilization 
and production per man standards within the industry. 

For the past two decades there has been an increasing awareness 
among operators of the need for public timberlands to supply the 
industry with raw material. With this came the realization that 


there had been inequities and difficulties experienced by the inde- 
pendent eu in his attempts to purchase public timber. Among 


these are the problems of access roads, size of sales, payment schedules, 
and a variety of others. 

Many of us in the industry have been engaged in a constant pro- 
gram to make available to all operators on an equitable basis as much 
timber as our forests are able to produce. Several years ago attempts 
were made to allocate timber under cooperative agreements. These 
would allocate timber in certain areas to favored operators who were 
owners of large areas of private land, and one such agreement was con- 
summated, based on the theory that greater utilization would be 
achieved with the assurance of a continuous supply of public timber. 
I believe comparisons will show that operators spared by the profit 
motive have achieved as great a degree of utilization as those operat- 
ing under a cooperative agreement. We have opposed the allocation 
of public timber in any form, whether it be for the benefit of large 
operators or whether it is allocated to small operators. 

The use of the set-aside provision to any large extent will force 
the public timber agencies to adopt different standards for the differ- 
ent classes of operator as determined by the regulations incorporated 
in the program. Numerous set-aside sales can be used as justification 
for more large sales, from which the small operator is excluded by fac- 
tors other than price. It could lead to a philosophy of big sales for 
big operators and small sales for small operators with the resulting 
disruption of free competition and equal opportunity. Regulations 
governing set-asides should provide that such sales be authorized 
only in extraordinary circumstances. 
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Application of the regulations should be such that a uniform, com- 
petitive situation between operators is maintained both areawide and 
industrywide. I should like to fpr out there that we compete on 
both ends, both on the buying end of our raw material supply, and we 
also compete on the selling end of our product. And we have to 
maintain an equitable situation on both ends, as nearly as possible, at 
least, in conditions. The purchase of timber on a competitive bid is 
usually overned by three basic factors: (1) The ability of the opera- 
tor to sell his product. for a higher price; (2) his ability to process it 
at a lower cost; and (3) a high degree of utilization which enables 
the operator to recover a greater quantity of salable material. These 
factors all add up to the fact that the operator is able to pay more for 
the timber on a competitive bid. Any regulation to accomplish allo- 
cation must in some manner operate to reduce this competitive price, 
so that an operator who cannot or will not pay the higher price will 
be able to buy at a price he is willing to pay. This is accomplished 
by eliminating those bidders who would pay the higher price, who 
would be excluded by set-aside. Extensive use of the set-aside pro- 
vision in one area might tend to depress timber prices, while an ex- 
tremely competitive situation ae in another area could seriously 
impair the economy of one community while trying to improve that of 
another. 

It is difficult to make recommendations for regulations which are 
intended to implement a program which I believe is unworkable and 
unwise; but, since the laws is in effect and must be considered, these 
are some of the critical points I think should be considered : 

Set-aside sales should be made only if a comprehensive study shows 
that effective competition will be preserved by limited use of the set- 
aside provision. And, by that, I mean to prevent preclusive bidding, 
if there is such an area. 

(2) Care should be taken that set-aside sales do not become the 
incentive for reduction in utilization standards or labor force. 

(3) Standards other than the number of employees should be de- 
vised to determine qualified bidders, if possible. Now, we employ 50 
to 60 people, and we’re well within the standard set by the act. But 
if extensive use was made of the set-aside program—and I heard com- 
ments made yesterday that the number should be reduced. What if 
they set it at 50? Where am I? I don’t know whether I’m in or I’m 
out, and I prefer to leave it to my own determination. 

(4) Regulations should achieve uniformity of effect between in- 
dividual operators and between areas. I’d like to also add for the 
benefit of the gentleman who spoke a little while ago that our mill 
is located between two fairly large operators—at least, in our estima- 
tion they are large operators. On the south, our neighbor is Inter- 
national Paper Co. And believe me, we bid. Now, there’s no sym- 
pathy for anyone. And so far we’ve been able to stay in it. On the 
north we're Sonate by the Hult Timber Co., and they’re a pretty 
well integrated operation and a real tough competitor. But we’re 
in there and We expect to stay in there. 

In conclusion, let me say that I’m grateful for the opportunity to 
express my views. It’s always helpful for the operator to have a 

bile hearing on any issue which so vitally affects his industry and 
is community. Thank you. [Applause.] 
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Mr. Hirxtns. Thank you, Mr. Swanson. There were two gentle- 
men whose names I had on my list that did not answer before. Is 
Mr. Stuller here now? [No response.] Mr. Neal Brown. Mr. Neal 
Brown here? [No response.] Well, that concludes the people whom 
I had listed. Is there anyone else who would like to present an oral 
statement at this time? Yes, sir. Be sure to give your full name and 
your connection. 


STATEMENT OF HENRY COLBERT, TONASKET CHAMBER OF 
COMMERCE, TONASKET, WASH. 


Mr. Cotzert. Mr. Chairman, ladies and gentlemen, my name is 
Henry Colbert. I’m from Tonasket, Wash. [I’m working on a timber 
relations committee of the Tonasket Chamber of Commerce, and I 
represent the Tonasket Chamber of Commerce. 

he main reason—it isn’t because I have so much to say here, but 
I think in the lack of representation from communities, I feel I am 
burdened to say just a few words, in addition to a report from the 
chamber which was handed to our chairman yesterday. 

I have listened to all the testimony offered by all of these operators, 
big and little, presented yesterday and today and have come to a 
couple of conclusions. 

irst, this hearing almost amounts to a battle for survival between 
the bigs and the littles. 

Second, I feel I might be out of place in talking to you at all, be- 
cause actually I am a parasite on the—on this timber industry, living 
off your labors and the few dimes I can get from you and some other 
people. For a background, you will want to know what Ido. It isn’t 
quite as bad as it sounds. My principal business is the insurance 
business, and on the side I act as a license agency in our town, col- 
lecting automobile licenses. And I am not a logger—no connection 
whatsoever. In fact, sometimes when a fellow brings in his $500 or 
$600 check to pay for his renewal on his tonnage, I kind of wonder 
if I’m even a friend of a logger. They give me some queer looks 
sometimes. 

Since practically all of the testimony has been personal views from 
one side or the other, I’d like to inject just a new angle for your con- 
sideration. Our town is a small incorporated town of about a thou- 
sand inhabitants located about 20 miles from the Canadian border in 
central Washington. We are supported actually by five industries— 
I would say lumbering is probably our second industry, surpassed 
only by fruit. Operating within our shopping area is 1 large operator 
and 11 small ones. All are very important to us. We just love this 
big operator, although he is not in our town. We got—we get lots of 
its payroll, but we also, like the fisherman, like to keep the little ones 
too and we’re just as interested in one as the other, so I am not talking 
on either side of this question. I am simply trying to voice this from 
the standpoint of a disinterested person in the community. 

The chamber has been working for some time for a fair and equi- 
table distribution of the timber available and still will continue to do 
so. From the testimony heard here, I am of the opinion that each 
district has a different problem. If the small operators were able to 
buy half of the timber in our area, like as was reported here yesterday, 
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probably we wouldn’t be as alarmed about it. But if the small op- 
erator was buying 50 percent of the timber in our country, the big 
operator would be in pretty serious trouble, I believe. But right now, 
our small operators are in trouble, so I think it’s time our community 
rallies to their aid. 

From 1952 to 1958, the small businesses were able to purchase less 
than 10 percent of the timber sold by the Forest Service in our area. 
The prime reason for this was that sales were so large that small op- 
erators just could not participate. We have principally two kinds of 
sales in our area, I might say. The first kind is an appraisal bid and 
the second is a scramble bid. I think maybe these will explain—the 
small operators are paying about twice the price of the large operator 
for their timber, simply because there is such a little bit put up they’re 
frantic—absolutely frantic to get some timber when they do have a 
chance; and they go in and they buy—they pay twice what they know 
they should pay, so that’s why I call them scramble bidders. 

And if we are to continue in this American way of life we heard 
about a while ago, we need to at least consider the other fellow’s point 
of view. Now, I am a little afraid this set-aside program worked out 
in Washington, D.C., will not work in all districts. I am fully con- 
vinced of that when I hear the testimony offered here. I think a 
while ago, the description of the stone that slew Goliath I think was 
a good illustration. We have the law—we don’t have to have this 
set-aside program. As I understand it, it has to be asked for, if we 
set aside. But in our district, the things we do need are these: We 
need smaller sales; we need some assistance for some access roads; and 
we need much more salvage timber sold. Our salvage timber sales 
are doing very little. That part has been mentioned before so I won’t 
dwell on that at all. But I do believe this is a move in the right direc- 
tion and I feel that maybe it will lead to ultimate assistance without 
the detriment to the large operator. 

I mentioned the roads and also the fact that the small operators 
paying twice the amount for the timber. Now, this is no reflection 
on the large operator. There is not a man in this house that wants 
to pay more than he has to for the timber. Let’s don’t blame that 
large operator. I am not condemning them. I don’t intend it that 
way. We want to pay what we have to. The scramble bidders are 
doing the same thing, they are paying what they have to, but we’re 
calling them inefficient operators because they cannot make a go of it. 

In regard to the assistance for the access highways or the access 
roads, I believe in our district, if we had smaller bids so all could 
bid on a competitive basis, I believe we would receive enough addi- 
tional money, just the extra that we get out of it, to more than pay 
the cost of the roads. 

Now, as I said a while ago, I feel very conspicuous here because 
Mr. Del Black from Oroville, who happens to be our neighboring 
community, is the only one so far that hes said a word from a com- 
munity. Now, Mr. Moore mentioned his many years’ experience in 
this logging industry. I rather gathered he felt a little disappointed 
to think there had been no more of a ripple from the years of service 
that he has given. I don’t think that’s the case and I think there are 
people right in this audience that actually represent communities. 
I believe it is as important to us as it is to you folks. 


























































































































































































90 SET-ASIDES IN SALE OF GOVERNMENT TIMBER 


Ithank you. [Applause.] 

Mr. Hiexrns. Thank you, sir. Is there anyone else who would 
like to make an oral statement at this time? [No response.} If not, 
then, before concluding this hearing, there are one or two things I 
would like to mention. First, we would appreciate if those of you 
who have not registered would do so. You will find a registration 
slip on the desk to the rear of the auditorium. We are most anxious 
to have a complete record of all who appeared here today. Yes, sir? 

A Vorce. May I make a statement? 

Mr. Hipxrns. Yes, sir. 


STATEMENT OF ALLAN AVEY, AVEY BROS. LUMBER CO., KETTLE 
FALLS, WASH. 


Mr. Avery. I don’t have a prepared statement, but I am compelled 
to bring this one idea to the attention of this group. I don’t think 
it’s been mentioned before. I am Allan Avey from Avey Bros. 
Lumber Co. in Kettle Falls, Wash., and it is my sincere belief that 
if we had more sealed bids on our timber sales, the bidding would be 
compelled to be a little more stable and a little more honest; it would 
preclude the—we talk about “precluded sales”—it would be more 
difficult for timber groups—I know a good number of you lumbermen 
belong to timber groups who buy all of the offered forest timbers 
allocated as need to your—as needed to your individuals and I think 
that if we had encouraged sealed bids, it takes more time to prepare 
them, they are done a little more soberly than are the scrambled bids 
as mentioned and it would be a little more difficult for the giants of 
the industry to buy out or force out the small operators on a cheaper 
basis. In other words, they can force them out with a nickel more 
rather than make an honest bid. 

Ithank you. [Applause. ] 

Mr. Hrrxins. Is there anyone else who would like to be heard at 
this time? [No response.] If not, as I mentioned, we would appre- 
ciate your registering your name with us if you have not done so. 
Secondly, I would like to mention that we have received a number 
of written comments from people who did not make oral statements 
today—in fact, from some who are not here today and we have those 
in the Washington office. Those of you who are here and you may 
pass on to any who are not here, we would appreciate receiving any 
further written statements which you might care to submit, either 
in implementation of your oral remarks or in lieu of oral remarks. 

In conclusion, I would like to thank all of you, each of you, who 
have taken your time from what I know is a very busy schedule and, 
of course, it has been at some considerable expense, even, to some 
of you to come here to give the three Government agencies represented 
here today the benefit of your expert advice and experience. Con- 
structive advice and constructive criticism such as we have received 
will be invaluable in assessing the future of this program. We have 
listened with interest to the statements of all the witnesses made in 
the past 2 days; we have carefully read each statement which has 
already been filed with the Small Business Administration and we 
bir study with equal care, other statements which we receive in the 

ture. 
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On the basis of what we tuid heard to date, it appears clear that 
there is not a uniform opinion regarding this program. We have kept 
an unofficial score here of the 26 people who have spoken and, unless 
we are incorrect, 13 spoke in favor and 13 spoke i the program. 

We also feel that there is not a uniform understanding of either the 
aims of the program or how it is intended to operate. And if the 
decision is made that the program be continued, we will make every 
effort to clear up what we feel have been some of the misconceptions 
expressed here in the last 2 days. Thank you very much and we will 
now adjourn the meeting. [Applause] 

(Whereupon, at 12:07 p.m. in Sarina in the above-entitled matter 
was concluded.) 
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APPENDIX I 


U.S. DEPARTMENT OF THE INTERIOR, 
BuREAU OF LAND MANAGEMENT, 
Area 1, 
Portland, Oreg., August 25, 1959. 

Mr. DonaLp HIPKINS, 

Deputy Administrator, 

Small Business Administration, 

Portland, Oreg. 

Denar Mr. Hipkins: At a meeting of the O. & C. Advisory Board held at Port- 
land, Oreg., August 24, 1959, the board recommended, by motion duly made, 
seconded, and carried, the repeal of that portion of the Small Business Act 
which authorizes the setting aside of Government timber for exclusive bidding 
and sale to small business operators on the ground that the measure is im- 
practical and will not accomplish the purpose for which it is intended. 

The board directed by motion duly made, seconded, and carried, that a copy 
of the foregoing recommendation be filed with the Small Business Administra- 
tion at its public meeting scheduled to be held at Portland, Oreg., August 26 and 
27, 1959. 

The O. & C. Advisory Board is a group of public-spirited citizens, chairmaned 
by Charles A. Sprague, publisher of the Oregon Statesman, Salem, Oreg., who 
are appointed by the Secretary of the Interior to advise the Secretary and the 
Bureau of Land Management concerning the administration of the O. & C. tim- 





berlands in western Oregon. A copy of the membership list is attached. 


Very truly yours, 


JaMes F.. Dorie, Area Administrator. 


Membership on O. & 0. Advisory Board, 1959 





DeWitt, O. K., vice president, Federa- 
tion of Western Outdoor Clubs. 
Dole, Hollis M., director, Department 
of Geology and Mineral Industries. 
Flanagan, George C., vice president and 
general manager, Elk Lumber Co. 

Glascock, Hardin R., Jr., forest counsel, 
Western Forestry and Oonservation 
Association. 

Hartung, A. F., president, International 
Woodworkers of America. 

Kelsey, Harry G., International Paper 
Co., Long-Bell Division. 

Mason, David T., consulting forester 
Mason, Bruce & G ‘i 

McCracken, Joseph W., executive vice 
president, Western Forest Industries 
Association. 

McCulloch, Dr. Walter F., dean, Schoo} 
of Forestry, Oregon State College. 

Phipps, Dwight, State forester, Oregon 
State Board of Forestry. 
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Address and phone number 


(Spring 2-5217). 

Lyons, Oreg. (leave word at 
Ulrich 9-2257). 

State Office Building, Portland, 
Oreg. (Capitol 6-2161). 

Medford, Oreg. (Spring 2-7146) .__- 


712 U.S. National Bank Bldg. 
Portland 4, Oreg. (Capitol 
6-4563). 

1622 North Lombard, Portland 
17, Oreg. (Butler 5-5281). 

Longview, Wash. (Hamilton 
3-2110). 

American Bank Bldg., Portland 
5, Oreg. (Capitol 8-2386). 

309 SW. 4th Ave., Portland 4, 
Oreg. (Capitol 8-2359). 


Corvallis, Oreg. (Plaza 3-4481, 

ext. 421). 

mn State St., Salem, Oreg. 
mpire 4-6851). 

Post ffice Se 129, Medford, 





Oreg. (Spring 2-2949}. 


206 Fluhrer Bldg., Medford, Oreg. 


Representation 


trazing. 

Recreation and wildlife. 
Mining. 

Pine timber industry. 
Public. 


Labor (CIO). 
Timber industry. 


Private forestry. 
Timber industry. 


Forestry education, 
State forestry. 
Water resources. 
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Membership on O. & C. Advisory Board, 1959—Continued 


Name Address and phone number Representation 


Sever, —T* attorney, Association of = SE. 27th Ave., Portland 2, | Public. 
oO. and oem ounties. eg. (Prospect 4-1756). 
Smith, Soon W om Island Rd., Burlington, Do. 
Oreg. (Mayfair 1-$260). 
——_ Charles A., publisher, Oregon | Salem, Oreg. (Empire 4-8811) -.--- Do, 
atesman 
Stewart, Loran, president, Bohemia | Cottage Grove, Oreg. (Culp Creek | Timber industry. 
Lumber Co. 6-8434 
Tugman, William M., editor and pub- | 451 Greenwood, Reedsport, Oreg. | Public. 
lisher, Port Umpqua Courier. (Creswell 1-3511). 
Viancour, Julius C., Northwestern | 1008 SW. 6th Ave., Portland 4, | Labor (AFL) 
Counell of Lumber & Sawmill Oreg. (Capitol 8-0235). 
orFers. 


APPENDIX II 
U.S. SENATE, 
COMMITTEE ON LABOR AND PUBLIC WELFARE, 
August 27, 1959. 
Mr. JoHN G. BARNETT, 
Branch Manager, 
Small Business Administration, 
Portiand, Oreg. 


Deak Mr. BARNETT: The mahager of my Oregon office, Mr. Charles Brooks, ad- 
vises me that in the Small Business Administration hearing in Portland on Au- 
gust 26 a Mr. Joe M. Crahane testified that he had “written to a Senator” about 
the small business timber set-aside program. 

I do not know whether Mr. Crahane referred to me when he testified, but 
my files indicate that I directed two letters to him this year on the subject of 
the timber set-aside program. 

In order that the record may be complete on this matter, I enclose copies of 
my letters of April 14, 1959, and June 8, 1959, addressed to Mr. Crahane. I 
would appreciate your including them in the printed record of the Portland 
hearings. 

Sincerely yours, 
WAYNE MOBSE. 


Apri 14, 1959. 
Mr. Joe M. CRAHANE, 
General Manager, 
Mountain Fir Lumber Co., 
Independence, Oreg. 

DeaR Mr. CRAHANE: Many thanks for your letter of April 7. I appreciated 
the complete and clear manner in which you stated your case against the small 
business timber set-aside program. I shall try to be as responsive as possible to 
your request for advice. 

First, if I were in your position, I certainly would not even talk of shutting 
down any mills. So far, no timber has been set aside. 

My second suggestion is that you ought to consider seriously the idea of 
cataloging the situation in the area or areas in which you buy timber. If I 
were in your position, I would try to figure how such Federal timber has been 
offered each year, how much I had bid on, and how much I was successful in 
getting. Then, I would find out how much of the timber had been going to mills 
employing less than 100 people and how much competition they had been giving 
me. 

With the foregoing information at hand, I should think you could assess the 
likelihood of a set-aside in the area in which you operate as well as the esti- 
mate of its possible effect, if any. 

It is true that under the current regulations a firm with over 100 employees 
will not qualify for participation in bidding on sales that are set aside for 
small business. I don’t see, just now, how you can qualify. The only encour- 
agement I can give you, and I hope you think this is substantial, is to recount 
what I have done and intend to do. First, I advised the Small Business Ad- 
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ministration that they should proceed carefully. I also suggested that set- 
asides be employed only after an application or request was made rather than 
to make blanket set-asides. This was an effort on my part to assure a realistic 
approach from the standpoint of the timber industry. Finally, the Small Busi- 
ness Administration knows of my interest in evaluating the success of the pro- 
gram and has promised to keep me advised on how it is working. 

Certainly, it is the purpose of this provision to help small business, but not 
to kill big business. I know and you know that it’s the really big fellows who 
usually kill off the small businessman. 

The timber set-aside plan requires competitive bidding by small business, 
thus the kernel of the free enterprise system is safely protected. Competition 
helps promote efficiency and it would be my hope that as small business grew, 
the rewards of the free enterprise system would not cause them to stop because 
of the alleged benefits of a set-aside. Where this program will prove most bene- 
ficial, in my judgment, is where a very small businessman is struggling to keep 
going against competition from not only medium-size firms, but also an economic 
giant. While he will be severely tested in competition by the former, he will 
be saved from stifling competition from the latter. As he grows, then he will be 
better able to cope with the giants. 

We must be alert, in our dedication to the free enterprise system, that we do 
not lose sight of an essential truth: society dominated by big business will not 
be free, economically or socially. Big business is the birthplace of administered 
prices and guaranteed profits. Small business is the wellspring of ideas, in- 
genuity, progress, and true competition. You know this because you have suc- 
ceeded as an independent businessman. Don’t ever forget this, because this 
country needs men like you to assure that our children will have the chance 
our generation has enjoyed. 

With kindest regards. 

Sincerely, 
WAYNE Morse. 


JUNE 8, 1959. 
Mr. Jor M. CRAHANE, 

General Manager, Mountain Fir Lumber Co., 

Independence, Oreg. 

DEAR Mr. CRAHANE: Your letter of May 22 further discussing the small busi- 
ness timber set-aside program was very much appreciated. I note that one of 
the primary problems you discussed deals with the consideration to be given 
to cases where each of the mills in a closely related group, taken alone, has 
less than 100 employees, but where the group considered together has more than 
100 employees. Quite frankly, the situation you described where ownership of 
the company is in the hands of essentially small businessmen is one which I hope 
we can solve and which certainly should be the subject of a public hearing. 

With reference to your request for a public hearing on the west coast where 
people affected by this act could express their views, I agree that there should 
be a prompt hearing on the procedures set up to administer the set-aside pro- 
gram. I have asked the Administrator of the Small Business Administration to 
eonduct such a hearing promptly and to conduct it in Oregon. A copy of my 
letter to the Administrator is enclosed. 

At such a hearing the evidence bearing on this so-called multiple ownership 
program, as well as any other problems that may develop, could be explored 
fully. 

I have asked the Small Business Administration to keep in touch with me on 
how the initial set-asides work out and, should I receive requests for informa- 
tion on other products sold by the Government on set-asides, I shall look into 
that type of situation also. 

In view of the importance of the set-aside program to those engaged in the 
lumber industry of our State. I shall continue to watch further developments 
along this line very carefully. Later, if it should be desirable to hold hearings 
through the Senate Select Committee on Small Business, of which I am a member, 
I shall confer with the chairman of the Small Business Committee in that re- 


spect. 
With kindest regards. 
Sincerely, 
WAYNE Morse. 
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APPENDIX III 
CERTIFICATE 
Before the Small Business Administration, Portland, Oreg. 


In THE MATTER OF HEARING ON THE PROCEDURES DEVELOPED BY THE SMALL BusI- 
NESS ADMINISTRATION TO IMPLEMENT SECTION 15 OF THE SMALL BusINgess ACT, 
AS AMENDED (PuBLIc LAw 85-536; Pustic Law 85-699), as Ir RELATES TO THE 
TIMBER INDUSTRY 


I, the undersigned William Chun, do hereby certify that I was employed as 
official reporter in the above-entitled matter; that such proceedings were had as 
heretofore mentioned in the captioned page 1 of the foregoing transcript; that 
these proceedings were then and there recorded by me, and thereafter reduced 
by me and under my direction to typewriting ; that the foregoing transcript, pages 
1 to 205, both inclusive, constitutes a full, true, and accurate transcript of said 
hearing, so recorded by me, and of the whole thereof. 

In witness whereof, I have hereunto set my hand this 1st day of September 
1959. 

Wma. CHUN, 
Reporter, Portland, Oreg. 


APPENDIX IV 
Moss LUMBER Co., 
Burnt Ranch, Calif., July 15, 1959. 
Mr. WENDELL B. BARNES, 
Administrator, Small Business Administration, 
Washington, D.C. 


Dear Sire: This letter is in connection with the hearing on small business 
timber set-aside program to be held at Portland, Oreg., August 26 and 27, 1959. 

I own and operate the Moss Lumber Co., at Burnt Ranch, Calif., which con- 
sists of logging equipment, sawmill, planing mill, and dry kilns. My average 
annual employment is 61 men. My output is approximately 15 million board 
feet. Moss Lumber Co. qualifies as a small business under the Small Business 
Act. Since 1953 I have operated and am almost entirely dependent on Gov- 
ernment timber. 

There are two points which I would like to have brought before the meeting 
at Portland. 

First. In our area oral bidding has been used successfully for a number of 
years on Government timber sales. We prefer this type of bidding and kindly 
request that oral bidding be used on the small business timber set-aside program. 
Oral bidding gives each operator a chance to place more bids in relation to his 
need and ability to pay for stumpage. 

Second. The amount of timber set aside for small business is on a percentage 
basis of all timber put up for sale. We feel that when an independent small 
logger bids in a stand of timber, all sawmills qualifying under the Small Busi- 
ness Act in that area should be given the opportunity to buy at the prevailing 
market price the logs from that independent logger, before they can be offered 
for sale to large mills. If the small independent logger is able to purchase 
the small business set-aside timber, only to log it and sell to a big business, 
then the aim and purpose of the small business timber set-aside program is 
defeated. 

Very truly yours, 
HoLiis Moss. 


APPENDIX V 
Kuntz & RILeEy, 
Hoopa, Calif., July 17, 1959. 
Mr. WENDELL B. BARNES, 
Administrator, Small Business Administration, 
Washington, D.C. 


DEAR MR. BARNES: In response to your Small Business Administration “Notice 
of hearings on small business timber set-aside program and pursuant to sec- 
tion 5 and section 15 of Public Law 85-536, we wish to submit the following 
facts and opinions.” 
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We operate the Trinity River Lumber Co. of Hoopa, Calif. This operation 
consists of a complete sawmill, planing mill, and complete logging equipment. 
Our overage annual employment is 87 employees who live in the vicinity of 
Hoopa. 

Our company has been active successfully for the past 12 years and has been 
entirely dependent on Government timber since 1954. We have complied with 
all U.S. Forest Service requirements and cooperated with them to their com- 
plete satisfaction. Our annual cut is 20 million board feet and our present 
timber will only supply our needs until September 30, 1959. 

Under the adopted regulations of Small Business Administration, we feel 
that those parties who are engaged in logging only, and who sell their logs on 
the open market, and who would be “small business operators” by administra- 
tion standards, should be restricted to give sawmills and other wood manufac- 
turing firms, who are also classed as “small business”, first rights to purchase 
their logs at the established fair market value in the area. 

We feel that in order for this program to function properly and to serve 
the purpose for which it is intended that we should have the privilege of 
participating in oral bidding under the established methods approved by the 
U.S. Forest Service. We do not feel that it was intended for small business 
to be forced to buy timber under sealed bid methods and big business is allowed 
to buy under oral bid methods. For the reason set forth above we request oral 
bidding. 

It is requested that enough timber be set aside for the small mills in this 
area, otherwise, we will be forced to suspend operations. 

We plan to attend the hearing in Portland on August 26 and August 27. If 
any further information is needed, please advise. Your favorable consideration 
of our requests will be appreciated. 


Sincerely yours, 
J. P. Riey, Partner. 


APPENDIX VI 


Bre Four LUMBER Co., INC., 

Hoopa, Calif., August 5, 1959. 
Mr. WENDELL B. BARNES, 

Administrator, Small Business Administration, 
Washington, D.C. 

Dear Mr. Barnes: In regard to your Small Business Administration ‘Notice 
of Hearing on Small Business Timber Set-Aside Program” under sections 5 
and 15, I wish to submit facts pertaining to same. 

We are owners and operate a complete stud mill and planing mill operation 
here in the valley at Hoopa, Calif. We employ 45 men who live near the vicinity 
of our mill operation. 

Our mill has been here in the valley since January of 1956 and we depend 
entirely on local and Government timber to keep our mill in operation. Our 
annual output is approximately 12 or 14 million board feet. 

Under the present regulations of Small Business Administration, we feel 
that the loggers selling on the open market and who are classed as “small business 
operators” by Administration standards, should be restricted to give the saw- 
mills also classed as “small business” the first right to purchase their logs at 
the established market value in this area. 

We also request that sufficient timber be set aside for the small mills in 
this area, otherwise some may be forced to close their operations here. 

We are planning to attend the hearing in Portland, Oreg., on August 26 and 27. 


Yours very truly, 
JoHN Ayres, President. 





























SET-ASIDES IN SALE OF GOVERNMENT TIMBER 97 


APPENDIX VII 
OROVILLE LUMBER Co., 
Oroville, Wash., August 18, 1959. 
Reference: Timber sales assistance joint set-asides, letters, June 22, 1959. 
WENDELL B. BARNES, 


Administrator, Small Business Administration, 
Washington, D.C. 


Dear Str: This firm is a small business by SBA standards, and is independ- 
ently owned and operated in Oroville, Wash. We are solely engaged in the 
logging and sawmill business. We are not dominant in our field, employing 40 
employees, including subcontract loggers and truckers. 

The general areas of interest to us for bidding purposes are in the northern 
half of Okanogan County, State of Washington, as follows: T. 38 N., R. 29 K., 
Willamette meridian; T. 37 N., R. 30 B., Willamette meridian; T. 40 N., R, 
30 E., Willamette meridian ; T. 80 N., R. 28 E., Willamette meridian. 

In our opinion, any or all of these areas would be suitable for timber set-asides 
due to competition with big business. We believe the areas named above would 
be available to many small mills, including the following: 

Gamble Lumber Co., Brewster, Wash. 
Atchison Lumber Co., Tonasket, Wash. 
Landreth Lumber Co., Tonasket, Wash. 
Clarkson Lumber Co., Tonasket, Wash. 
Zosel Lumber Co., Oroville, Wash. 
Oroville Lumber Co., Oroville, Wash. 
Oroville Pole Co., Oroville, Wash. 
Evan Brown, Oroville, Wash. 
Fox Lumber Co., Tonasket, Wash. 
Oakes Lumber Co., Tonasket, Wash. 
Hill & Christianson, Oroville, Wash. 
The timber set-aside program seems to us to be a necessary program because— 
(1) It would provide sales in smaller lots within the capabilities of 
small business financing ; 


(2) Smaller timber sales would result in more revenue due to more com- 
petitive bidding ; 

(3) Set-asides would insure sources of supply to small mills, giving them 
the same assured supply large business already possesses. Small businesses 
at present have no assured supply and cut approximately one-fourth of the 
annual timber cut in Okanogan County, furnishing local employment and 
industry to every town. 

This firm shall attempt to be represented in Portland August 26 and 27, 1959. 

Yours truly, 


Brix Steerist, Secretary-Treasurer. 


APPENDIX VIII 
STRAALSUND-THESMAN, 


Newport, Wash., August 18, 1959. 
WENDELL B. BARNES, 


Administrator, Small Business Administration, 
Washington, D.C. 


Dear Sir: I intend to attend the SBA hearing on the timber set-aside program 
to be held in Portland, Oreg., on August 26 and 27. It is my understanding that 
these hearings are to cover procedures and methods of handling sales of Govern- 
ment-owned timber set aside for exclusive bidding by small businesses. 

Since this program has not been put into operation in our district I am in no 
position to comment on the method of handling; however, I wish to call to your 
attention as to the urgency of this program being put into operation here. 

Like ourselves, most of the small mill operators here manufacture green rough 


lumber which they in turn sell to one of the large operg.tors for the finishing into 
the finished product. 
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Nearly all the sales the last few years are made by oral bidding. Very seldom 
will the large operator overbid a small operator from whom he is buying lumber, 
but there will be one of the other large operators there who is in need of logs 
that will bid the timber up to more than the small operator can afford, the reason 
being that the large operator will let the cost of the green rough lumber produced 
by himself go much higher than he is willing to pay the small operator in order 
to keep his drying, planing, and sales departments going. 

A lot of this bidding turns out to be what might be termed spite bidding, re- 
sulting in the timber being sold for much over the fair appraised price and well 
over what a small operator can afford, or more than the large operator can afford 
if he will figure his rough green lumber at the same price that he pays the 
small operators. 

Like all other small operators that I have talked with, we are very anxious 
to see the set-aside program put into operation here at the earliest date possible; 
also feel that it would be very much better to sell on sealed bids. 

Very sincerely, 
Geo. STRAALSUND, President. 


APPENDIX Ix 


Bate Lumser Co., 
Merlin, Oreg., August 20, 1959. 


WENDELL B. BARNES, 
Administrator, Small Business Administration, 
Washington, D.C. 
Dear Sir: Attached is a statement for hearing from the Bate Lumber Co. 
eae the Small Business Administration set-aside sales in the Pacific 
orthwest. 


Very truly yours, 
C. L. Lrnpquist, General Manager. 


My name is C. L. Lindquist. I represent the Bate Lumber Co., Merlin, Oreg. 
Our operation, as defined by the Small Business Administration, would fall into 
the large business class because we hire more than 100 employees. 

I feel there igs no need for any change in the present system of selling timber 
from federally owned timberlands. If the Government has money to spend, and 
it apparently does because the SBA is not a gratuitous organization, it would be 
well to allot this money to the Forest Service and Bureau of Land Management 
in order that these organizations can process more timber tracts and thus get 
more timber on the market. If more of the national forests and Bureau districts 
could process and sell their allowable cut and had funds to process and sell all 
of the salvage timber on our federally owned lands there would be little or no 
need for another Government agency to interfere on behalf of anyone with the 
present method of handling Federal sale of timber. 

The Small Business Administration is planning to set aside certain of the sales 
of timber on Federal lands for the exclusive use of small business and yet there 
is no restriction on these small businesses against bidding on sales that are not 
set aside. I feel if the SBA is going to see to the needs of the small businesses 
by set-aside sales then the small business firms should not be allowed to compete 
with the rest of us on other sales. 

I would like to ask: What is a small business? Is it an efficient, small sized 
operation or is it an individual or group of individuals who even on a good 
market cannot make a go of their business. The trend in industry today and in 
future days is to utilize as much of the forest products as is humanly possible. 
To do this means constant alteration and addition of installations, both in the 
woods and in the mills. This addition of installations in order to more fully 
utilize our forest products means that an efficient small business must grow, 
but to do so means they are no longer a small business. Due to their efficient 
operation and desire to make the most out of the raw material they have sud- 
denly passed the 100-employee mark and are now a big business. For example, 

in a sawmill using 100,000 feet of logs per day, it would take from 40 to 80 men 
to process these logs. A plywood plant using 100,000 feet of logs per day would 
employ from 200 to 240 men per day. So a sawmill using 100,000 feet per day 
would be classed as a small operator, but the plywood plant using the same 
volume of logs would be classed as a large operator. Where do you draw the 
line? What does this mean to the community in which this operation is located? 
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It means more jobs, higher payroll, more purchasing power within the commu- 
nity. And yet this legislature of SBA has a tendency to penalize this type of 
operation and favor the type which is static and in many instances which 
butchers timber and has little concern for complete utilization and conservation. 
The more efficient an operation becomes the more it can afford to pay for its raw 
material. If larger operators, because of their increased capabilities to fully 
utilize the raw material, are able to bid higher for their timber needs the results 
are more working funds for local and Federal governments. I feel it would be 
morally wrong for the Federal Government to take this additional revenue and 
subsidize the careless and inefficient operator. 

I will repeat again, if these funds were returned to the national forests and 
Bureau of Land Management timber districts so that they could operate in 
such a manner that all available timber, both green and salvage, could be put 
up for sale, there would be no need for any interference in behalf of any operator 
to obtain timber. 

Another basic question I have is this: What are the needs of the small 
busines and how does a small businessman state his needs? Is it a timber 
sale of 2 million feet for his immediate need? Is it 10 million feet to see him 
through the rest of the year or is it 50 to 75 million feet of timber so he can 
be assured continuous production for the next 5 years? 

There are many small loggers who are capable of logging 20 to 30 million feet 
per year and any number of small mills that will manufacture 15 to 30 million 
feet of lumber or veneer a year; and at the same time you have operations having 
over a hundred employees that may produce only 15 to 20 million feet per year. 
Where does it start and where does it end? Would it not be possible, once this 
program became established, that the needs for the small businessmen would 
become so great that the entire production of both the Forest Service and the 
Bureau of Land Management could, theoretically, be set aside for the small 
businessman’s exclusive bidding and thus leave the rest of the industry lacking 
for timber. Will we come to the time when the larger companies must cut down 
their payrolls and curtail their operation in order to qualify to be able to bid on 
Government timber? 

If a shortage of timber exists it exists for all users and not for just a select 
group. Therefore, why favor this select group? Why not make more timber 
available for all? 

I doubt very much if the small businessman fails to get his share of the timber 
being sold, but to answer this question one would have to know just how much 
of the available timber the small businessmen consider their share; is it 10 
percent, 30 percent, 50 percent, or maybe 100 percent? 

Listed below are figures of timber sales taken from the files of the Rogue 
River National Forest for the years 1957 through June 1959 and the Medford 
office of the Bureau of Land Management for the same period and for the Cave 
Junction and Galice Ranger districts of the Siskiyou National Forest for the 
same period of time. I am not 100 percent sure of the catagory a few of the 
purchasers fall into, but where doubt existed they were shown as large rather 
than small business. 

From this tabulation of timber sales in the Medford-Grants Pass area you will 
see that small business purchased 35 percent of the total sales. Although it is 
very hard to minutely detail what percentage of industry is considered small 
business and what percentage is considered large business as we would need to 
investigate the manpower employed by each concern listed, I believe the 35 per- 
cent of the timber purchased by small business is very close to the volume per- 
centage they would receive if all Government timber was sold on a prorated man- 
power employed basis. There is little correlation between the size of the sale 
and the size of the purchaser. In many instances sales of 2 million feet or more 
have been purchased by small business and sales of less than 2 million feet have 
been purchased by large business. 

Perhaps these figures are not worth much as we still have not answered the 
question, How much of the available timber does the small businessman believe 
should be set aside for his exclusive use? 

I fail to see where setting aside any amount would do any good. If enough 
timber is set aside for 2 operators and there are 10 needing timber, even with 
these set-asides you would have the same situation as at present. Until you have 
completely saturated the market in favor of small business there will be some- 
one wanting more timber and when and if you satisfy the last small business 
you will find that all the large business have become small business and all you 
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have gained is spending the taxpayer’s money, increased the work of the agen- 







cies now responsible for administration of Federal timberlands, and in the 


process reduced the volume of timber put on the market for sale. 


This country has long been proud of its history of free enterprise—the law of 
supply and demand which gives value to a product. Why then does anyone be- 
lieve that by favoring a select group at the expense of the rest of the Nation we 


are improving the free enterprise system. 


I would like to close with this fact: Today both large and small business which 
depend on Federal timber for their raw material find there is not enough tim- 
ber to go around. I do not mean to imply that the timber is not there but sim- 
ply that it is not available. Many factors have created this situation, but the 
basic one is money. The Federal agencies do not get enough money to hire suf- 
ficient personnel to completely process the volume of green timber known as the 
allowable cut and a very small amount of salvage is ever put on the market for 


sale. 


Another factor is the rate of pay most Federal agencies have for their em- 
ployees. When they get a man trained to do a good job they find he will leave 


to go to a higher paying job in the timber industry. 


If the SBA is really interested in getting timber for small business the place 
to do it is in Washington, D.C.—by getting the agencies more funds and by mak- 
ing salaries comparable to industry the agencies in charge of our Nation’s tim- 
ber can do the job they are supposed to do. When this is accomplished then I 
believe your small business will find there will be timber available for them to 


bid on and buy. 


Thank you for this opportunity to express my views on a subject that is vital 


to all in the timber industry. 


Bate LuMBER Co., 
By ©. L. Linpquist, General Manager. 
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Purchasers with less than 100 workers 
ROGUE RIVER NATIONAL FOREST TIMBER SALES, 1957, 1958, AND 1959 


Volume (M) 
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Date 


Jan. 23,1957 

Feb. 11, 1957 

Mar. 15, 1957 

Mar. 8, 1957 
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0. 

May 20, 1957 

July 5, 1957 

July 22,1957 

Aug. 26, 1957 
Do. 


Do. 
Nov. 12, 1957 
Nov. 13, 1957 

Do. 

Do. 
Nov. 14, 1957 

Do. 
Nov. 19, 1957 

Do. 

Do. 

Jan. 13, 1958 
Jan. 27, 1958 
Do. 

Do. 

Jan. 28, 1958 
Do. 

Feb. 3, 1958 
Do. 

Do. 

Feb. 10, 1958 
Do. 

Do. 
Mar. 17, 1958 
Do. 

Do. 
Mar. 28, 1958 
Apr. 8, 1958 
Do. 

Do. 
May 26, 1958 


June 2, 1958 
Do. 
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Purchasers with less than 100 workers—Continued 
ROGUE RIVER NATIONAL FOREST TIMBER SALBS, 1957, 1958, AND 1959— Continued 





Volume (M) Date 
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Purchasers with less than 100 workers—Continued 


BURBAU OF LAND MANAGEMENT TIMBER SALES, 1957, 1958, AND 1959—Continued 
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ON RE EEE EES EE Ee at 33 Do. 
EE EE 8 detent icnalbbadnsecdnntissttacndcmeeaiaiteputue 2,002 | Dec. 11,1958 
oe a pclasuncecnedhebsudsannedananiten Do. 
il stint Ma enuinslnteabahinieueh sellin 67 Do. 
Nee ee nnn een ee enh ca cnicinesalduamuletacamaunrae Do. 
aie rn ecshoundneaweddasneaaepanahn 3,621 | Aug. 28, 1958 

a a ae ems 61, 704 

Te He... eet andineentanacunsanbenedindambeandannened acedunmnpe maibtnnnin 59 | Jan. 15, 1959 
Coe LABRET OO... -cocsiscacdadisnsstvcctnccbidecdeectastsbcséctbbund 1,397 Do. 
ee Weer Renee OO. ok soca a adindevescsucpecsuscunecundauteaieasunade 957 | Feb. 12,1959 

ee ae ki ie cpatiidbeddonscooubsesebed daakspeb Seam abieinamnges 153 | Mar. 12, 1959 
DE TA. 5 cesiaicntiemitinmanecean 176 Do. 
DL, © cont uiuieadetipacesoedpspabiatn 15 Do. 

Ti 9 it niecnaianiiitiineiiinindmaaeienaiiiabminias tne 135 Do. 
I AGE ose ee a clea 336 | Apr. 9, 1959 
I aan is andedsnicnnehounnnmenent 628 | Mar. 12, 1959 
I ES alk teh on scent penis on Mie mgueenae A ONECART SEE SwN 9} Apr. 9, 1959 
IND adele Riisdie qirmementemencerlinncintenentnindantimegpinmpmnmeminninnanpnineitinitaglainte 4,170 | May 16,1959 
a le een aaniileels 29 Do. 
PI DAF Frel nics ncstlddtabeieniin aiinaleheddl bveecanry duierlencbieatutaisteinc enlidlarn eels 655 Do. 
I IO occ nnnceniaiancengecineantideicmdinnmipnnaamuocninasnantsitie 2, 249 Do. 
RES OB, 6. ncnnnnnccenseenanahpentsuadeansasdeeenee a alia 1, 881 Do. 
I TE oo encoun piuindn cucninmemineuwUNenmneaerentitaeeammetns 1, 212 Do. 
Ic snippit da lpyiensienredatertatannignbnaanel tinge 29 Do. 
FIN, BOB ow ooo ctne eccwn wn newanwnnwminrecuircwwenuauetpnmtemennnegs 4,396 | June 25, 1959 
I re 0, nnemniaplbiittiiatnbis nian emer eiautagllllirerenmgumnentauanar canines 3, 640 Do. 

ER SI yin inc ccnccccncniueiiieditnawducnevuNedpeuwsEneNpseEUTTEEseCewewE 29 Do. 
I Oo noice cman bina te peter chaaet op tanenahaanacemdna nnn 1, 378 Do. 
Te as caress cade nent neinrenmisigeainiamnntenetnlininanpitennmpinitainipanis 366 | June 11, 1959 
SN ost Sinise ists Ws taste eanarnchinane we ataeresinigesirare 4,437 Do. 
SA IOR, 6 Lediiddiicvencccankcttiedndet cnewubuNiiuqenesnnadtinerimelummenett 6, 130 Do. 
Se an caine eiccales dist ab ahaa nrasenietenseparertatinmncnnadaneemmabaapiiparpsitt 3, 083 Do. 
CREE FREE OO. ...ccnnnnncciuccwnddnnuidideceeceuuesucdumeuccdusquewses 1,312 Do. 
IE COO. cnn cnwtvenuinpiamniepewaritiinniantempmecmmnmamadtaminicamante 3, 497 Do. 
BS GI MEE, nn ok bed ncncncnccinctetgetindubdeuradecnTeCiiNeC EQ ICOwEEene 100 Do. 
Es cendcccccktnkiisiunouninutienmmtinieterwnemaieyupenasen 5,072 | May 28, 1959 
CIE TIE O50... ,. .c. cow tis ibudbcnuceuenmdidsdnueninionannnningcainne 1,111 | June 11, 1959 
I REP OG... ncarinittnvnupununtedgduncsebeimiiuatnneudndianwmianned 1,388 | May 28, 1959 
Sy 0 con samocccidct stududswdhtiereeesiuinmisesEwseaeriemseiwel 147 Do. 
Fee FIN ncn ccc co peinducusnavwnuvssreessacdetsepiwenounquannawes 600 Do. 

i itis an cinnmocntuninnatiiciiadmmeiuiteannmicnnieecnnmmnrnntees OO, TI. Ncctctidedecices 
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Mar. 19, 1957 
D 


0. 
Apr. 2, 1957 
Apr. 30, 1957 

ay 22, 1957 
D 


0. 
Aug. 6, 1957 
Aug. 27, 1957 
Or 6, 1957 


Do. 
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Purchasers with less than 100 workers—Continued 


SISKIYOU NATIONAL FOREST, CAVE JUNCTION-GALICE DISTRICTS, 1957, 1958; 
AND 1959—Continued 








Purchaser Volume (M) Date 
IEE FON 0 oo oicewenc pcg ncintcbetnschenneduvewscbbehniusnnsbbenssnucenueT 84} Oct. 8, 1957 
Bie ie SEE cece ccennnctbsnasccensusnetbabatnecadabuibses sadetaceee 5,090 | July 18, 1957 
PU Ge hon onc ckbikccnnvinieuandenh anthnnbenbsbnsneecsaasaweeueel 1, 040 | Sept. 17, 1957 
R i ee ante itt set teriarteaenh dl een Aisa dediesiiaedl 917 | Oct, 28, 1957 
TOAD HI ogo cn enccbscbnctncbacctntelladibndeatactnielbnibabenuaie 98 | Aug. 12, 1958 
aha a ila cael aati iain it sheen temiiides itanitidial 95 | Aug. 22,1958 
Fi a cael nal ll in ni to aidan lac aii thai 116 | Aug. 29, 1958 
a & Ready re Paco aneoincheineine esi iaddiiatis tems atidmieasation 50 | Oct. 20,1958 
iad enncichainge etait ibidblinibdninceeaniiaictaciiiatiiiadaeaa 1, 580 | Sept. 29, 1958 
iets litt tes al oer neta mentite etaealisanmemennaiantinsniiil Oct. 7, 1958 
M ; TI iitininncecigndisetienimaclieinipgiadeianialipeansiataaieianbinisidtonpeinetntasiatiembuasiniael 170 | Oct. 22, 1968 

Tile, TEs TEs vento neapnaatengnnsagendemeanithiinndiinieinepdstneiegeicciaaainaniinitl 190 Do. 

Rough & ow SII GING wirinitensineasieoieseuiigtinancnianeananianieinainisinaatiaaiaaastedeted 170 Do. 
a i nite cea ecient a tn encnentnasninattiteemnuniimaitiiiints 60 | Feb. 26, 1959 
Rough & Ready STEEEIIIEE GID otentaniveccanrensigiiiaeinpeiniindontnntgliniaitaiamtnaperaaenstats 5,710 | Mar. 3, 1959 

Ee sah adi baie nse 4 codons snceiennmenrsperengetapebiaiehapesalintiitninanniteeiadiimabantiiaitelapninniastaite 16, 327 





Purchasers with over 100 workers 
ROGUE RIVER NATIONAL FOREST TIMBER SALES, 1957, 1958, AND 1959 








Purchaser Volume (M) Date 
CT We nr ice ects teria ivaina eccarininanknrdilibmnyatnicceieiatancd 1,800 | Sept. 15, 1958 
pO aE SRE Se a eee 1,100 | June 23, 1957 
ITI: nn: seradin its beaaleetbecsontidmiaadmaiaimiintonsbimbamiiaded 2,200 | May 20, 1957 
RE Bs EE vein a ceeinannnnndomoneateniineminimsiataddimheiial 840 | July 22, 1957 
pm ae I NT MATER BE RAT I 5,300 | Aug. 20, 1957 
Ns CU a hicias s cinan allied dein w emo ebiminietapmdictnnmasissindtemaniaeanddl 11, 600 | Aug. 30, 1957 
ee EEE SE ERS: CLE LOD IDOE 1, 430 | Sept. 23, 1957 
Double Dee Lumber Co., Inc 7,700 | Oct, 25, 1957 
OE A OI nit ccionnncponsnentingmimasordgenignmmentia 24,800 | Nov. 8, 1957 
Simplot-DeVoe Lumber Co. ..........-....-.--.-- 2,700 | Nov. 15, 1957 
OT ee Sli sii sail aahcintnmmnm tide nieumiaia 1, 500 | Nov. 19, 1957 
Timber Conservation Co-_-.._- 7,600 | May 26, 1958 
South Oregon Plywoods, Inc-.-..- 4,030 | May 29, 1958 
Mountain Fir Lumber Co-......-.--- 3,550 | June 23, 1958 
cli i aL ic ai ileal la ea ad Seas 1,450 | June 24, 1958 
TE et a 14, 600 | June 27, 1958 
SR Fe as Acs hi nite bcd cl bcstecnnstass ok apts teint vio edad citi 20, 000 Do. 
Bhatt. Gs Tre Bid ds, nn ccinintemovitinntamanyibinatabbbie timdmepanlcieesileasseeaian 11,000 | June 30, 1958 
ee SA eniniiacistnccodpraptinncncuscitiiidwasedtiabigibicniaiil 6, 900 | Sept. 30, 1958 
I cetacean iar iia i 2,065 | Nov. 12, 1958 
CANOE RSS Sen wnads beans ktdon danas aiiouneclesahnebeamnil 2, 000 Do. 
Rene PN oso ann 5 knotted cease eet See 2,760 | Dec. 1, 1958 
SOVOE A. We MR cendenecedemuiatn etnies tip dditinpiialiis iietieaeaditiiied 1,030 | Feb. 2, 1959 
POEs Bk. dackbannnnbonssensdsenekutmsebangenohenhinasacnnwatspnbanamnai 865 | Mar. 23, 1959 
Ome Cis Wee ths are ree iss Sraccelene nak odesckeenebaleedion 1,050 Do. 
CR Ed incite cmakinientintteninii ised pchdiednudsadaauiie 7,900 | Apr. 20, 1959 
pp ER eee meiinhipareneodainia sg aindconaigocaetagite 9, 900 ay 18, 1959 
SEED, Ach ag bass 2~ ace Wowaaes ave nereanbwiaemetinsunwpsbabaeupeuaa 2, 900 Do. 
FO Se ite Da awkininn qt ccaicencuscrddagucmaneadepphunasabouumunnean 9, 500 | June 29, 1959 
CE CRO NO a isin oncppaaintis onan somuinnbe tibumalanaainaeammantans dale 1, 550 | June 30, 1959 
Ry (ons a4 {uiegpuncoucsusthuatanves~orusdeenanacontntucnncsde seadsamiahae 1,000 | July 1,1959 
Es Bisa bandh Welterdetenddane ss >scunniectousadecbnibemiainaineconcnhdigeant 2,710 | June 30, 1959 
OContinente: ‘Tet: Ce CEP) qo nono... ccandosdudscemepconceaesesase 4,100 | Sept. 23, 1957 
ACNE Bie BANE Ci ik scence occncesctccnduepaboatiownnedacdibuannna 3,900 | Sept. 15, 1958 
NE oe ie itnddtibd onan cakngadensadencmdipenmbnaighentatamiin 183, 230 





BUREAU OF LAND MANAGEMENT—TIMBER SALES, 1957, 1958, AND 1959 








OCR CRU cities... cistsissitidliianihtidis pcp viiiempionsaniigiineinsingans sagdialnid 8,921 | Feb. 26, 1957 
sapere a inci ve ihlih eta alae ciated aie teens idliatalind mis dinn piel 4, 067 | Mar. 14, 1957 
OE 7 inten ocntincomnanhdnehedddebiohhbunasepeminnntiasipbibiae 1, 809 Do. 

RO TE NE. iiae sicitgni ds hcdadins sadieatninenieimioraiivindiiiationdtenubietianmoen ddutmmaion 1,656 | Apr. 26, 1957 

South a om RIN INE cn ad ntasibcangindedinablaertbdotachsdencicm 3, 569 Do. 
ate Te Gee skate aoc ace ae : 2,119 | June 26, 1957 
South Oregon a woods, Inc_-_...-- 7, 634 Do. 
Continental Ti r Se (KOGAP) 2,205 | June 20, 1957 
Olson-Ross Lumber Co.............-- 5 11, 558 Do. 

NE FO INE attics inn cdidininn dentin dnscnadiatinnaahes >emedenbaakiiian 6, 523 Do. 
CRIES TRIN Gia sk rbncc das ectcctcccccescnnscnbisenusionwncenakeeiael 12, 485 Do. 
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Purchasers with over 100 workers—Continued 
BUREAU OF LAND MANAGEMENT—TIMBER SALES, 1957, 1958, AND 1959—Continued 




















Purchaser Volume (M) Date 
ee nh hatienab ankdeiopmarnnnesam soanbaeehh Waele 648 | June 4, 1957 
a a i a 85 | Aug. 1, 1957 
I ee 2, 202 | Sept. 19, 1957 
I a ee 1, 233 | Dec. 19, 1957 
CI Ai AI Ried h a niece iaiideia tain nen hemalli hibited ute tduaiiiel 66, 714 
O. & O., 1958 
I aad lel dn ialieeneneieminetinibeidasmmidinabebipil 360 | Jan. 16, 1958 
I i lhl te dareniietetisatin 5, 245 Do. 
III OUURGIRIEOE an nbnbalisannncininninmamacmnintiainaiaeiiibteniia 5,019 | Mar. 13, 1958 
STII os sncn eres smensinenis Zhmnpnmiiondniaibiaieneetanmninenhieningncatnetnnnbanindiintainibinea 3,638 | May 15, 1958 
i nT, «1 on reelhietnininmiinntinennnpibanatinnnddinamemantindammméinaiein 1, 534 Do. 
en entemttuin J cscosneduhnaneundsnaennosnseseeéamaiiasudities 3, 310 Do. 
I Sk cn ele inate erlenteerelaieiiaialainanabiiae! 1, 240 Do. 
I el 8,004 | June 24, 1958 
RN eee nn a a eaene bigeberplephelaaanelmnanieeaaniaine 3,698 | June 12, 1958 
12, 279 Do. 
2, 906 Do. 
5, 569 Do. 
3,946 | May 29, 1958 
3, 385 Do. 
6, 475 Do. 
a Raia aia ie eer n nmenitiatidiiaie 66, 608 
BUREAU OF LAND MANAGEMENT, 1958 
RD BN Di kin sick acctndteictcccccintwnietgetiediieeicete 5, 829 | May 29, 1958 
Ds idetikebatidchandncct pi iiiticihin ala sediplaeeedeaceitaieie 6,095 | Aug. 14, 1958 
Os ia i Se a cena ebiis bic ieeda eiiaiin nae 8,117 | Sept. 11, 1958 
a E wiccg tii tea eeu entighiguibauciahienuatiacedontanbs 622 | Oct. 16, 1958 
ND RONG POP WORE, EDD iancatindivescucctuvacnavcsdbucsccbuctasctsoneue 4, 144 Do. 
I rele tal nen saan aiaesiubeseisceswese 4, 955 Do. 
EE ae OD a ete ebensbbeeueibraletibasleewnbeen 1, 494 Do. 
SOR CPORND PIV WOOES, IO. siccncccccccccceccscccccncccccccscecceceuecs 2, 093 Do. 
RED WF o NN OID sv dnc pncdnctssencsUisetbasebisccvccnstsccacuacotésens 2, 153 Do. 
PE hk t ada pnd cabicnidiibbicbe<éccébubbbbbetcsshscavediveddisiusisces 5,128 | Nov. 13, 1958 
I foie. ee eed Scieidbebiseeeeueinsbenviiaadenebekecelices 1, 487 | Dec. 11, 1958 
ere airainle eas theandiidbilineedbuueel 8, 556 Do. 
I TN ceria au e aba tuddbbialibutewe eel 213 Do. 
BEE HEROD OO vn civernticniditiutiteniniicennddsddinedbeswiniiwe 1, 851 Do. 
ODN Sw inikin db nccccnscktieersccetesctetbrulebrdeusedesoesaueuyinwuduee 52, 737 








Tes etenaaninabsaniarsmaaeqagenaereeuniamsntnamenpeldtitn 1,872 | Feb. 12, 1959 
a nn alii eenieeenaienine meennete puimneelinaceiamnaine 5,159 | Mar. 12, 1959 
a wep ibunanatioseahentnsantawanaimeten 5, 699 Do. 
Neen nn eee mEtEnesanenernanenhnnbbnanuhnnesamade 7,193 | Apr. 9, 1959 
Nee enn te naehenenenewannnenedaehaneenpnnsbndnmse 2, 987 Do. 
NE es pesanuannencanecuandatentoasssnoanmunen 12,038 | May 16, 1959 
ROSE AEL ana OUeEwEbEheeeinweniineate 2, 301 Do. 
nn a nocedeoncensnasncopunnenaagunesin 1,317 | Tune 25, 1959 


I ee ead on cee een neha nannannemuamanpndnenpiminnndsits 2, 186 
Ne ee ee en meine meen nea eae 4, 724 


Do. 

Do. 

Do. 

Do. 
June 11, 1959 

Do. 





SET-ASIDES IN SALE OF GOVERNMENT TIMBER 105 


Purchasers with over 100 workers—Continued 
SISKIYOU NATIONAL FOREST, CAVE JUNCTION-GALICE DISTRICTS 









Purchaser Volume (M) Date 
Southern in Pines Bass i sosisa~cacritpesntln than cya xtgngompeeeneet 430 | Apr. 16, 1957 
CORRE SE: GER ab onan cnwéconccensocnmubineitnnaonbacchinnddenbiabheabennl 6,590 | July 16, 1957 
Medford Veneer & Ply Corp sbi dns selina ehiinlapaapcteoo-elajanad dogg aae 5,110 | Oct. 29, 1957 
Wn PD WOE Sad winds ss si thn i dina dh ie hd a 71 | May 27,1958 

TO a aaa cree A ig ia SI ase 76 Do. 
Soutien: Cnemes Piwwrende Ba cn cg en nn cnannacio<nnasweeneupasecs 190 | Mar, 24, 1958 
TD SI Tn ncn cnn gacdecncpeceteceteneeese aadecs suse aR sth 11,700 | Mar. 4,1958 
S; TE: & WW. CT GR: . bis - S eh ee ickeee db a chs Binsaced 2,700 | June 23, 1958 
ee eB ar ee ee a ee eer 14, 500 | Aug. 28, 1958 
ee ne ee ee 14, 600 | Sept. 16, 1958 
Bate Lumber Co_..___-.- 15, 850 | Sept. 30, 1958 


8. H. & W. Lumber Co. 
Cabax Mills, Inc-_.._..- 
opaaing & Son, Inc.... 


OB ip RS RA AES ER EER SIRES) * FEMS BAS RPP ES SST Wy = £97 Sp 2,000 | Jan. 15, 1959 
Southern Oregon PE ERS BL Se rer eae 1,470 | Feb. 2,1959 
pS a a ee ea ae 14,100 | May 5, 1959 
CL, TI ai nitein natin lmnnentiennteeiieetinn eneeaumeianars 5,000 | May 29, 1959 
Mountain Fir Lumber Co..............--- GS. ca bed didaeumebeadaguddean 2, 688 | June 15, 1959 

OR, chccnihin tte think ytetsdctelidbiimepeinka~ntpngwabiraentitepaivite 106, 780 





APPENDIX X 


TONASKET CHAMBER OF COMMERCE, 
Tonasket, Wash., August 24, 1959. 
WENDELL B. BARNES, 
Administrator, Small Business Administration, 
Washington, D.C. 


Dear Sie: In regard to your notice of hearing on timber set-aside on August 
26 and 27 at Portland, Oreg., we the undersigned organization suggest a solution 
on the existing timber situation in our area. 

1. Possible timber set-aside program. Solution: We feel that if the timber 
is sold in a manner that is fair to all the operators concerned, there would be no 
need of set-aside for small business only. 

2. There are operators of various sizes, and the timber sales would have to 
vary in size to accommodate their needs. We feel sales should be free from 1 
million board feet to 10 million board feet to accommodate all operators. 

8. The lack of access roads has been the reason for large sales in our area in 
the past. It was stated that the smaller sales would not carry the cost of the 
roads, and as a result competition was eliminated, and the sales would usually 
sell for their appraised value, and the return to the Government, county, and 
schools is decreasing at a time when it is needed to increase the return from 
the sales of timber. What small sales have been made have sold for more than 
double the appraised value. If the access roads could be built now with Govern- 
ment funds, there could be more return on high risk and salvage timber that 
would have gone to waste at no return to the Government. At the same time 
these roads would make our fire protection more complete, help make tourist 
attractions more accessible, and make the roads linking our communities more 
complete. 

We have been led to believe that we are not cutting the proper amount of 
timber on the sustained yield program as our neighboring forests have a larger 
sustained yield than we have. The Timberman’s Association and the Chamber 
of Commerce of Oroville, Wash., recently made a survey of past cutting of tim- 
ber of forest and private stands and acres cut of how much yield and percent of 
stand that was cut. We are of the opinion that there is 1% billion more than 
the old survey shows. The timber in this virgin stand is overmature. It would 
be extremely unwise to cut an improper amount and have such a terrific loss. 

We hope that in analyzing this information that there will be a satisfactory ac- 
complishment made that in turn will benefit the timber operators in our area and 
increase the revenues from the sales program to the Government, county, and 
schools of this area. 

Sincerely, 
Cuesta D. Wr1iraMs, President. 
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APPENDIX XI 


TONASKET, WASH., August 24, 1959. 
WENDELL B. BARNES, 
Administrator, Small Business Administration, 
Washington, D.C. 

Dear Sie: In regard to your notice of hearing on timber set-aside on August 
26 and 27 at Portland, Oreg. 

We the undersigned organizations agree to a solution on the existing timber 
situation in our area. 

1. There are operators of various sizes and the timber sales would have to vary 
in size to accommodate their needs. To accommodate the operators the sale 
should be from 1 million board feet to 10 miilion board feet. 

2. The lack of access roads have the reason for large sales in our area in the 
past, as smaller sales wold not carry the cost of the roads. The result was 
competition was eliminated and the sales would usually sell at an appraisal 
and the return to our Government, county, and schools were decreasing at a 
time when it needed to increase the return from their sales of timber. What 
small sales that have been made more than doubled the appraisal. If the roads 
could be built now on Government funds, there could be return on high risk 
and salvage timber that would have gone to waste, make our fire protection more 
complete, help the tourist attractions to be accessible, and make to roads linking 
our communities together more complete. 

We have been led to believe that we are not cutting the proper amount of 
timber on the sustained-yield program, as our neighboring forests have larger 
sustain yield than we have. The Timbermen’s Association and Chamber of 
Commerce of Oroville, Wash., made a survey of past cutting of timber of forest 
and private stands and acres cut, of how much yield, and the percent of stand 
that was cut. We think there is 1% billion more than the old survey shows. 
The timber in this virgin stand is overmature. It would be unwise to cut 
an improper amount and have such a terriffic loss. 

We hope that in analyzing this information that there will be a satisfactory 
accomplishment made. If not, we feel that a timber set-aside would be 
justified. 

Sincerely, 
Kem SMITH, Jr., 
Oroville Chamber of Commerce. 
CuEsTA D. WILLIAMS, 
Tonasket Chamber of Commerce. 
CHARLES M. ATCHISON, 
President, North Central Washington Timbermen’s Association, Okanogan 
Chapter. 


APPENDIX XII 
Usk Lumser Co., 
Usk, Wash., August 24, 1959. 
Mr. WENDELL B. BARNES, 
Administrator, Small Business Administration, 
Washington, D.C. 


Deak Mr. Barnes: We are the three green lumber operators in Pen Oreille 
County, Wash., who hope eventually with financial aid from Small Business 
Administration, to erect and operate a remanufacturing and finishing plant of 
our own. 

We wish to go on record, in connection with the public hearings now being 
held on procedures related to the set-asides of Government-owned timber, as 
being opposed to any weakening of the set-aside program. 

The set-aside program has not yet been put into operation in this area, and 
we are therefore unable to comment on particular features of it that may or 
may not need changing, but when we are able to set up our own finishing plant 
and will no longer be selling our green lumber to the large concerns who now aid 
us in various ways in obtaining a good portion of our saw logs, there can be no 
question but what we will need to make use of set-aside procedures in order to 
obtain most of the saw logs that we will then be converting into green lumber. 
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May we urge that no weakening take place either in the law or the procedures 
that carry out the law with respect to the setting aside of Government-owned 
timber for exclusive bidding by small operators. 

Sincerely yours, 
Sran Cup, 
Usk Lwmber Co., Usk, Wash. 
WILLIAM McDONALD, 
McDonald Lumber Co., Usk, Wash. 
GreorGE STRAALSUND, 
Straalsund-Thesman, Inc., Newport, Wash. 


APPENDIX XIII 
Hr-Rioes Lumser Co., 
Montague and Seiad Valley, Calif., August 31, 1959. 
Mr. Donatp A. HIPkins, 


Deputy Administrator, Small Business Administration, 
Washington, D.C. 


Dear Simm: Hi-Ridge Lumber Co., a California corporation located at Montague 
and Seiad Valley, Calif., wishes to add the following to the oral statement pre- 
sented at Portland, Oreg., August 26, 1959: 

1. For the purpose of timber set-asides we suggest 250 employees the maximum 
to qualify under the act. 

2. Conduct set-aside sales by oral auction only. 

8. Proceed very slowly in offering set-asides, and offer such sales only in 
locations where evidence shows that small operators are continually outbid by 
larger companies. 

4. Do not offer set-asides where all previous sales have been purchased by 
small business. 

We wish to thank you for the opportunity to orally present our views on 
August 26. 

Very truly yours, 
GERHART BENDIX. 


APPDPNDIX XIV 
Harris PrIne MI1xs, 
Pendleton, Oreg , September 2, 1959. 
Re timber set-aside program for small business. 
Mr. Donatp A. HIPKIns, 
Deputy Administrator, Small Business Administration, 
Washington, D.C. 


Deak Mr. Hipxtns: At your hearing in Portland it was indicated your hear- 
ing records be kept open to September 14 for further written opinion. 

We do not qualify under the meaning of the act because we have employees 
in excess of the number allowable. We have these employees because of a com- 
plete utilization program. Remanufacturing of waste wood, recovery of chips, 
bark, etc. In other words, because of movement toward utmost in utilization 
and efficiency. If we returned to waste and inefficiency, we would qualify. 

We believe this program to be completely unworkable, unfair, and a premium 
on waste and inefficiency. This program puts the Government in the position 
of making it desirable to butcher up wood like we used to throw away or burn 
a large percent of it to remain small so we can be rewarded for it by our Gov- 
ernment—ridiculous, yes. 

We labored hard and long to build to our present state of utilization and 
efficiency so we could compete. Under the new set-aside program it is not neces- 
sary. It makes it preferable to let Uncle take care of you and be careful not to 
let utilization and efficiency rob you of that gentle care where competing in the 
good old American way is unnecessary. 

We urge outright repeal of the act. 

Sincerely, 
Cuas. J. NAGELE, 
President and General Manager. 
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APPDPNDIX XV 
Siskiyou MIrLs, 
Yreka, Calif., September 9, 1959. 
Mr. WENDELL B. BARNEs, 
Small Business Administration, 
Washington, D.C.: 


A short time ago a group of sawmill operators met in San Francisco with Mr. 
Payne, of the USFS, and a representative of the SBA. We met to discuss certain 
problems which were arising from the administration of the timber set-aside 
for small business. I was a member of that group, and voiced my opinions at 
that time. I wish to reiterate a few points which I feel are vitally important 
if the regulation is going to have the intended effect. 

First of all, I am assuming the purpose of the regulation is to allow existing 
small business to purchase a portion of a timber cut within a given area where 
it is determined that sufficient competition exists among small business in that 
area. 

Our main objection to the wording of the regulation is that we believe that, in 
addition to defining who can purchase this timber, the regulation should go 
further and state that the timber purchased and the logs manufactured should 
be used by small business. With this phrase, or one similar, added the law 
would be enforcible and the intent of the regulation would be carried out. As the 
law stands today, when big business wishes to purchase timber set aside for 
small business, they simply contract to buy, even before the bidding, all of the 
logs from the tract from anyone who purchases the timber, It is all strictly 
legal, and no financial obligations are incurred. 

Our second objection is to certain sealed bid provisions which I understand 
is an administrative policy rather than a regulatory provision. I will explain 
how the sealed bid provision could possibly kill small business in a given area. 

Let us say that within a given area timber is set aside to sustain at least a 
portion of small business within the area. This is the only source of supply avail- 
able to small business. Big business decides to eliminate the competition ; so, for 
a 2- or 3-year period, under the existing regulation, and under sealed bid pro- 
cedure, they submit prices to logging contractors which enable them to bid the 
timber away from the existing small business. Small business cannot exist with- 
out this timber, so they are eliminated. 

Big business can sustain this loss for several reasons: (1) The amount pur- 
chased in this manner is a small portion of their overall cut (2) big business 
ordinarily has large reserves of private timber over which to amortize the small 
loss; and (3) the actual process of bidding too much for some timber can result 
in a tax saving to a large timberholder. The result is small business is elimi- 
nated by big business, and big business has the area to themselves from that 
time on. 

Thus, the regulation designed to help small business can actually be turned into 
& Weapon with which to eliminate it. 

I would appreciate your consideration of the above objections to the SBA 
timber set-aside regulation as it is now being administered. 


Rosert V. Harpy, Owner-Manager. 


APPENDIX XVI 


WaLkKer LUMBER C©o., INC., 
Bridgeville, Calif., September 10, 1959. 
Subject: Timber set-asides. 
Mr. Donatp A. HIPKINS, 
Deputy Administrator, Small Business Administration, 
Washington, D.C. 


Dear Mr. Hiexrns: Supplementing my oral remarks at the Portland hearing, 
August 26 and 27, I would like to make the following comments: 

The people who objected to the set-aside program, with very few exceptions, 
did not understand the act and obviously had not taken time to review its var- 
ious provisions. The act sponsors “full and free competition” yet opponents 
stressed their desire for fair and equal opportunities to compete for timber, and 
at the same time objected to the set-aside program. 
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Practically all of those who opposed the set-aside program believe that there 
is an inexhaustible supply of publicly owned timber. ‘They feel all that is neces- 
Sary to provide timber for everyone is more access roads and more timber sales. 
This premise, of course, is unsound, and only through the set-aside timber sales 
can small lumber businesses be assured of obtaining an adequate supply of logs. 
There was considerable more time spent in presenting alternate proposals than 
in finding real fault with the act. 

The undemocratic and un-American aspect was developed at considerable 
length but those spokesmen neglected to recall the historic opposition that oc- 
curred when the national forests were withdrawn from the public domain, when 
the first antitrust laws were invoked, and when the Security Exchange Commis- 
sion came into existence. All were supposedly un-American and threatened the 
future of the United States. 

‘Too much concern was exhibited over the working details of the law and how 
it would be applied in a pracitcal fashion. Statements in this respect merely 
indicated how difficult it was to find a real argument against the act as pres- 
ently written. 

There is no basis for the statements that the act would subsidize inefficient 
operators. The operator who is successful in purchasing a set-aside sale will 
pay the appraised and advertised price at the very least. This price is what 
the selling agency believes the timber is worth and there could be no suggestion 
of subsidy under these circumstances. 

It is not yet possible for the Forest Service to provide all access roads and 
development work in advance of actual sale of Government timber. It is there- 
fore necessary, at times, to put up for sale, tracts of timber which are sufficiently 
large so that the operator can amortize the development expense. Obviously, 
the small operator cannot compete for this timber. Circumstances prohibit his 
participation in the competitive bidding and this practice is just as restrictive 
as any legislation. 

Those opponents of the set-aside program, who advocated “fair and equal 
opportunity for all,” must admit that the only way fairness would result is to 
have every sale small enough that all probable bidders would be financially able 
to bid. This, of course, is not practical at the present time and will not be in 
the foreseeable future. Therefore, an equitable arrangement can only be se- 
cured through the congressional legislation which is now in effect. 

The timber set-aside program is important and essential to small lumber 
businesses if they are to continue to be a significant part of the industry in the 
Western United States. 

Very sincerely yours, 
Cart S. WALKER. 


APPENDIX XVII 


RatpH L. SmMirH LUMBER Co., 
Anderson, Calif., September 10, 1959. 
Mr. WENDELL B. BARNEs, 
Administrator, Small Business Administration, 
Washington, D.C. 

My Dear Mr. Barnes: A report was circulated by the Western Pine Associa- 
tion telling something of the results of the Small Business Administration hear- 
ing in Portland a week or so ago. The report was not biased in any way, but 
simply set forth the facts as they developed. At the end of this report it was 
stated that other interested people could present their thinking in writing up to 
the 12th of September. We did not appear at the hearing, but I would like to 
express a few thoughts which I believe are pertinent. 

The Forest Service timber sale policy of long standing has been to divide 
up the forest areas into working circles, and to figure logical, economical logging 
units within each working circle. Sales of timber have been advertised—some 
on an oral, and some on a sealed bid basis, and I know of no small mill that 
has gone out of business simply because of its inability to compete in the 
open market. 

I have been a very careful student of the movement of timber within region 5 
which, as you know, is California. Approximately 60 percent of all of the sales 
that are advertised in California are for 5 million feet or less, enabling the small 
operator to compete. My findings indicate it is also true that within region 5 
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approximately 25 percent of the volume sold goes to operators who could classify 
under the SBA definition. 

Broadening the field a little more, I have checked the dues paid to the Western 
Pine Association from mills in the entire western pine region covering 12 States, 
and for 1956 the figures are approximately as follows: 293 mills out of 370 had 
an average cut of slightly over 7 million feet a year, which certainly would put 
them into the class recognized as qualified under SBA. These same mills handled 
38 percent of the Government timber offered for sale in the western pine territory. 

My understanding is that the basis for set-asides in region 5 is approximately 
25 percent of the total sales, but why is it necessary to legislate such a thing 
when history and experience show that this has been the average participation of 
the small mills? The very fact that legislation has been set up in this manner 
gives the small operator an additional chance over and above the 25 percent, 
inasmuch as only certain restricted companies can bid on these sales, but the 
other mills in the same territory who can qualify as to size are free to bid on 
any sale that is advertized, thereby making it readily possible for the small 
mills to get possibly as high as 50 percent of the total offerings since, without any 
restrictions, they are already getting 25 percent of the total volume. 

The lumber business has been primarily a small business operation through- 
out the years. I have checked back to the most authentic figures for the year 
1929 and compared them with 1954, and I am listing them below: 


1929 1954 
Total mills... .....s-....- scale dln chitin -laleialen then acc liaritalis a cliibictivcs Selah tiie 20, 037 45, 929 
Per capita consumption of lumber-...................-..-...-.-------- feet... 268 237 
Total production, United States... .................-.-.---.-. thousand feet..| 36, 886, 000 36, 355, 000 
Mills cutting 15,000,000 feet a year or over_..............-.....-.-..- percent __ 57.3 38. 2 
Mills cutting 5,000,000 feet or less per year_.............-- ihe doinin ated do.... 27.7 40.8 
Total number of mills cutting less than 5,000,000 feet a year..............--.. 18, 870 44, 597 


The above figures prove the little mills are increasing in number, and certainly 
need no special protection. 

This new move of the Small Business Administration greatly concerns me, 
as I am the current chairman of the national wood promotion committee. We 
have finally gotten together an organization that is striving desperately hard 
to regain some of the lost ground that the lumber industry has suffered during 
the past many years. Part of our failure has been because of the great number 
of sawmills which do not belong to regional associations, and therefore do not 
operate under standards that we think are essential to the preservation of a 
satisfactory lumber market. So, you can see that an increase in the number 
of small mills over and above what we now have is going to accentuate the 
difficulties in trying to maintain a sound lumber industry. I am sure you 
realize that it requires more man-hours for the lumber operator to produce a 
thousand feet of lumber than any other competing producer requires to produce 
an equivalent value in building materials. The integrated mills which carry 
the product through to a fine standard of production and have the facilities to 
carry the manufacture on into remanufactured items provide more steady year- 
round jobs than can possibly be provided by increasing the number of small 
circular mills throughout the timbered areas. 

We have no quarrel with the little mills, but we do feel this is no time to 
try to increase the number faster than the economy of the industry indicates. 

The report printed in the Oregonian under date of September 1 indicates very 
clearly to me that the majority of small operators do not want to be regimented 
or assisted in their logging and manufacturing methods, but feel they have been 
making satisfactory progress under our free enterprise system whereby they can 
buy and sell according to their requirements and ability. 

I again repeat that the Forest Service sales policy has taken care of the 
problems of the large and small mills in a very satisfactory manner for many 
years past, and any additional entrants into forest management policy can do 
nothing but slow up timber sales and cause additional expense. 

Yours very truly, 
A. B. Hoop, 
Vice President and General Manager. 
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APPENDIX XVIII 


J. F. SaHarp LuMBEr Co., 
Yreka, Calif., September 11, 1959. 
WENDELL B. BARNES, 
Administrator, Small Business Administration, 
Washington, D.C. 


Dear Mr. BARNES: We are a lumber manufacturing company located at Yreka, 
Calif. We manufacture and ship surfaced dry pine lumber and surfaced dry and 
green fire lumber, primarily in the mixed car market. 

We ship approximately 25 to 30 million feet per year and since we dry nearly all 
of our lumber and ship in the mixed car market, we empl” approximately 130 
people. Since we employ over 100 people, we do not qualify as a small business 
under your regulations as set forth in your timber set-aside program. 

During the first 6 months of the calendar year 1959, the Forest Service adver- 
tised approximately 47 million board feet of timber for sale in an area that was 
accessible to Yreka; 30 million feet of this 47 million feet was designated as 
small business set-aside timber. We were precluded from bidding on any of this 
set-aside timber so we were forced to bid only on the remaining 17 million feet 
of non-set-aside timber. All of the non-set-aside timber was purchased by large 
corporations employing well in excess of 2,000 employees as this non-set-aside 
timber was in an area adjacent to private holdings belonging to these large cor- 
porations. The small business set-aside sales were purchased mainly by lumber 
companies cutting approximately the same footage per year as we cut but employ- 
ing fewer men due to the fact that they do not ship into the mixed car market 
and do not dry and handle their lumber products as completely as do we. 

Thus, you can see by the above example that we are being forced out of bidding 
on timber sales that we normally bid on in competition with other companies of 
fairly similar circumstances and are being thrown into competition with large 
corporations that normally purchase timber adjacent to their own holding. 

First of all we would like to express opposition to the entire timber set-aside act 
as being impractical and as being not able to accomplish the purpose for which 
it was established. If the act is not repealed then we would certainly favor 
raising the number of employees necessary to qualify as a small business from 
100 to at least 250 employees. 

Yours very truly, 
R. E. SHARP. 


APPENDIX XIX 


PinE MounTAIN LUMBER Co., 
Yreka, Calif., September 12, 1959. 


Re small business set-aside timber sales. 


Mr. WENDELL BARNES, 
Administrator, Small Business Administration, 
Washington, D.C. 


Deak Mr. Barnes: In behalf of the Pine Mountain Lumber Co. of Yreka, 
Siskiyou County, Calif., I would like to submit the following suggested changes 
in your program : 

1. Increase the number of maximum employees qualifications from 100 em- 
ployees to 250 employees. 

2. Make all set-aside sales by oral auction instead of by sealed bidding. 

3. The set-aside program should be restricted to areas where there has been 
and is big business competition and should not be used in areas where sales 
have only been purchased by small business. 

We believe that the above changes in your program are necessary in order to 
carry out the true intent of the law. We believe that the 100-employee limita- 
tion is not realistic and that the use of sealed bids has done more to hurt small 


-business than to help it. 


Very truly yours, 
F'ARRIER PENBERTHY. 
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APPENDIX XX 
OROVILLE, WA8SH., September 16, 1959. 


DoNALD A, HIPKINS, 
Deputy Administrator, Small Business Administration, 
Washington, D.C.: 

Due to the lack of access to national forest timber in our north Okanogan area 
making it difficult to put up small sales, we feel that the only protection that 
the small mills have is the SBA set-aside program; therefore, we would like to 
go on record in full support of this set-aside program, particularly in our area. 


Thanking you very much. 
STAFFORD LEWIS, 


Chairman, Oroville Chamber of Commerce Timber Relations Committee. 
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